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One of three pa^jers commissioned as part of the 

. Posts econ^ary Education Cor« Design Project of the' Nai:ional Center 
for Education Statistics (NCES) , one of this study's purposes was to 

'identify and set priorities for postsecondary educati<ip- 
decisictnakers in the^areaof financial viability in postsecondary 
institutions. Another purpose was to translate these issues and 

-pricritiee into operational terms for use in NCES data collection 
•activities. Four parts make up the report. The first summarizes the 
■ain isso^s, concepts, and recommendaflons. Th^ sectnd defines the 
■eanings of financial viability, identifies several key issue^, and 
describes seme of the implications for data production. The third 
part concentirates on some of the major recommendations for.ongomg 
statistical, wQTk,' and the fourth (the appendix) contains sample' data 
collection aid's and a brief annotated . bibliogra phy. The issues and 
data ccllecticn needs in this area are complex, and the data 
r^quireihents question is found to have at least two dimensions. The 
first is how to .Inodify existing statistical surveys without ^ 
sacrificing the consistency d£ established and useful" time , series. 
I3i'e seconll is how to )speed up professional dialogue for consensus- on 
i^ethcdclcgy as well as on .concepts and fin^^ncial viability models. 
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FOREWORD 

This paper is one of three conmissioned by the National Center for 
Education Statistics (NCES) as part of the Post^econdary Education Core 
D.esign Project. NCES initiated the project in response to recommendations 
from the poStsecondary education community.^ Its purpose was to identify 
and set priorities 'for the concerns of major postsecondary education 
decision-makers and to translate these concerns into operational terms 
for Implementatlion into NCES data collection ac^^vities. 

To centrally coordinate and integrate the requirements of data users, 
NCES sponsored two conferences in Washington, D.C. • The' participants were 
informed that, through a series of meetings and^papers, the project was 
(designed to: - ^ ' 



X 



..X 



1. Identify major current and' future issues and related data needs 
in postsecondary education and place them in priority ranking; 

2. Separate out those significant issues and data needs for which 

■ ' ■ ' 

\ /' questions might be included in the Higher Education General 
' . .InJ^orma'tion Survey (HEGIS); ' ^ 



3n " Explore • through thought-provoking papers, the most crucial 
V issues and, their implications for long-term NCES data, 
collection activities; . 



4.. Translate th^' issues and data need^ into operational data 

collection procedures; and . * . 

» < ... , " . ^ » 

5. Provide both jshott'-tefm and long-tterm recommendations for 



4" 



\ '\ collecting pdbtsecon^ary education data. Both sets of 



recommendations were to be gauged fd^f future NCE9* data ■ . 

/ collection activities. • 

In addition ;to sponsoring the two conferences, NCES commissioned 
issuer papers in three areas it deemed particularly important for consider- 
ation in its future data collection- and dissemination plans. The papers • 
were to be based upon discussions which occurred during the conferences. 
The three areas identified as being of significant concern in its future 
efforts were: < ' ' ^ 

i; Financial Viability in Postsecondary Education Institutions 

' • J 

2. . Personnel Challenges in Postsecondary Education ' \^ 

3. The Impact of Non-Traditional Students on Postsecondary Education 

This paper addresses the issue of Financial Viability of Institutions, 
and was authored by\ Prof es'teor Hans H. Jenny. 
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1^ - , . -INTRODUCTION, 

• This issue paper is divided into four parts. The first ^suinmar:izes 

the main issues, concepts^, and reconunendations . The second part develops 

the author's primary thrust. It defines, tjhe meanings of "financial 

yiability,^* identified several key issues, and describes some of the 
^ ■ - ' ' > • J 

implicatiems for data production. The third segment- of the paper dweljs- 



on. some 



of the ma j(?r%^tommendation9 for ongoing statis^c'al work,! The 



\ 



fourth and' last - the appendl^. - contains sample data /^llection aids and 



brief annotate^! bibliography, 

V ' -V 



/L^present , .the. da!ta Requirements that pertain to the financial 
viability issue in postsecondar^ education (PSE) are both complex and — 
if*nofo controversial — unresol^ved. The complexity arises from the many 
l^egitjmate points^of view that must be^nsidered. The lack of-;:e^aution 
and the presence of controversy exist because to da^fiJe there is^o well--^ 



Ln|i t 



\ established consensus on what is Meant by "(financial viability," either 



T 

lljc 



from^he broad Federal aT(d ^'State ^e^'^ective , or even as pet^^ived ^ 



\ as seen 



^.i^l|thiti t^ more narrow .ins\itutional frame of reference 




The author ha^ devotedVuch of his recent prpfessional efforts to 
research 'and discussions desig^^d to clarify, at least in^his o^ mind, 
if not in tha^sof^, others , what might be meant by "financial viability" 



in^PSE. To this etld , his experience am personal interests may have led 



^him to- stress events" and concepts- that are particularly appropriate ^n 



the ajettings of privately governed PSE> institutions and^«specially those 
'^n higl^i: educatiol^.. . ' 

heless, in this essay an attempt has been, m^e, to jpresent the 




9 
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argamentg so thaf thfey are valid -^j^j^ome instances 



adaptation' and 



..int^lretat fori' 



PSE generally 



Because^of the state of af fairj^described in-rfhe second 'part of this 

essay, the- .data re-quirement^, question has at least two dimensions: first, 

how do we modify existing statistical surveys within reasonably cpnsistent . 

patterns in order not 'to -destrb'y established and useful time series; and, 

second, how can we speed up the professional dialogue' so as to bring about ' 

* • ^ - . . - ,' ■ . 

a workable .consensus not merely on survey methodology but more fundamentally 

' 1 « \ ■ ■ 

^n concepts and financial viability models? Without- this second dimension 

■ I ■«►•', - ■' . • , . ' • 

it will be difficWt, if not impossible, to address directly and forcefully 



the issue of fina/ncial. viabiiity proper 

■ % 



■ ■ > 
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PART ONE; 



CONCEPTS, ISSUES, AND SELECTED RECOMMENDATIONS 
» 'A, Definition ^ . . 

!• We define "financial viability*' as follows: An economic unit 
Social entity is said to be financially viable if it has at its dis- 
posal, over time, adequate and appropriate resources that allow it * \\ 
to achieve its stated or implied objectives. 

This definition also applies t.o single PSE institutions and to 

such combiiia>tions as multi-veij«ities j multi-campus public State: uni- 

' ' ' / 

versities. State uni\nem:fiity systems i and iJtegional groupings of 

collegiate institutions having common ' purpos)e^ 

X A' ' 2, Given the di->iersity of settings .in which financial viabili^^ 

questions may arise, it is essential to understand that data^elements 

anxl informatioo gathering become a function of the, particular frame . 

V . 7 . ' \ . 

\ * of referent^ and' of the specific policy , issues being studied. 



The information source will, wholly or in part, alw^^ys be the 
individual institutidn or ^those agehcies (particularly in -Stat 
^^tems) that are specifically charged with data compilation. 

3, Thei^ financial viability of PSe. institutions can be consid^^ed 




as the conpua**^tone in prolicy analysis and statistical data desig 
J- which t^es as it s^^^^^^i^cus the broader financial viability concept- of 

ve definition 



the above 

4, In the past, data col^ection/eoncerning PSE (and, more specif i- 
J cally, of higher education)* ha§; termed .to result in forjfigts based on- 



uniform standards ^nd 'definition^ across *a brpad array -of distinct 
educational institutions. In the future, it is hoped thaX -^^lel 




EKLC 



emphasis will be more on models that ^recognize the individual nature. ^ 
of specific types of institutions. 4* 

Research universiti/s and community colleges ^ave vefy little in 
common' except an accounting systeijl that has been iSapiafi^d on the entj.re 
industry. Fipancial viability analysis requires that the specific - 
^ missions of institutions and the educational objectives d^T^iA^ng from 
' them* represent the point of primary' focus . 

It may be appropriate and timely to consider a financial reporting* 
format- designed with the partic>rlar nature and purpose of typesy of 

■ ■ ' ■ ' ■ ' ■ ■ 7 

institutions in mind. Speci'^l ' care should be given to distinrfuishing . 
between publicly andr privately controlH^d institutions, and to relevant 



differentiation within each group. 



.. -5. Th±^ consideration highlights the need ^or defining .caKfefully what 

• is meant ^by PSE.' In its narrow setting, PSE r^preseats a modest exten- 

sion^eypnd higher ''education into >al!U tl^se educational activities that 

meet present Federal (and,»in some instances. State) requirements if an 

institution is to benef it fr©n^ prevailing dil'ect and indirect subsidies 

»■ 

and support. ^ ' ' , • y^ ' 

In its broadjer setting^PSE is a va^t-^rid^stry oi Relatively un- 
charted and little-resea r^ct^ ed^ scope', embracing ^ducati})nal^anci research; - 
' activfties in industry; commerce, labor Jnd government all ^af'ling an 

/impact on the Nation's store of knowledge and know-hgw, on citizens 

/' ^ ^ ^ ■ ' " . • ^ ^ \ " 

-employability through manpower development, orT health and technology,. 

■ 7 - • ^' \ . ' ' 

and on culture injgeneral. \# - ^ j ^ 

^ Key Policy^ Issues , . ^ ^ 

< Ma jor. policy issues have , signif icance at*the Federal, St^te, and - 

i , ' - 

^ '. . ' . " ' - 




•local gCTvernment levels; t;h^^ .^re also r^eVent to individual institutions 
r.. Ob national concern; and thus^of importance *'to ^edera^ poliCy- ^ 

tnakers,- '.t^^l^llowfrre , ma jo». issues : access^to PSE; f'ree>choice , ," 
by .students amo'ng* instilutions; ^.diversity ot^nstitutions arid educia- "p 
tional programs; adequate developiupnt ..X)f^ science and s'cientif ic^ m3«v^/ 
ifower: sa8ei«factory supply oi medical serviced with the ^d of'^" . ^ • 

^ \' ^ T* ' - - . * ' ' • 

/ • - . ' ' -J ' * 

iXPP,^rly trairrecl; medical p^ej:sor>riel ;^ ^optimal medital science de>^op- 
meat; and^^^an -adequate, and appropriate supp^ly of- scientific and ^ \ . 

technological maAoower Capa^i^ of * addressing itself to the changing^, 
\echnicaiyand .social problem Nation will face over t^ime. ' 

2. Since^he tesponsibility for PSE (and especially \fo/ higher " 
education), has been^^legated traditionally to the States , the naturae 
and scope of statewide^^anning is a »ma\or issue. 
^ In the comiQg teenage iK^u la tion^' declin^^orecast for the 1980* s, 
a special problem in this respect is the confrontation and competition 
in a potentially shrinking market between publicly and privately con- 
trolled institutions. y. ^. . * 

Anoth^ issue concerns primarily the public sector: what are 



effective an'd less effective financing and budgeting' approaches , and 
whioh types of funding formulas show promise for keeping publicly • 
controlled institutions financially viable? 

Finally, how States subsidize students through student aid and ^ 
direct tax appropriations has connotations both for the financial 
viability of individual educational institutions and for the broader 
National issues of access and choice. 

3. At the institutional level, the concept of "financial viability" 
poses certain problems because measurement may differ depending upon • 



the type ^^fSE institution studied. The proprietory sector will,Jiave 
*1 . * " ■ . • 4 • , ■ o ^ f 

' . ' terminol'ogy and -meas^ures that may not be the same as' those norinally 
• ''taken fpr^grar^ed in higher ' education non-profit institutions. And 
' thfe data collected, aniong - the latter do not seem to be wholly appro^ 

< • , - . ■• 'r ■ , 

",prj.ate for' financial Viability Studies. . .. , 
.: ■ * ' • Although, progress has been made, a still rel-atively unsoT.ved 

^^auestion is^^one^determines the c<fst jf production in educational . 
,' ■ institutions. '.^e distinction between. fixed-?nd variable ):osts , amon^ 
other things; is central to any financial ^via^ility ajialysis. ' ♦ 



A special" difficulty arises in the fixed cost area, particularly 
with respect to non-human capital,: if .a college or .university is to 
remain or become a' going^oncern in the long run, its revenues must ^ 
be large enough to cover all costs of ^oduction.^ PSE institutions, 
now do not report their expenditures and costs in terms of a full- 
capital-cost concept. ^ , - 

Financial viability, even in its narrowest meaning, <^h only be 
determined if one has an understanding of the long-run revenue require- 
ments under full-capital-cost assumptiohs . And full costs inc^lude the 
capital replace^ien't or renewal dimension which colleges and universities 
in particular have not been required to report in its <otal scope. . ^ 

4. The quality issue ~ and with it the logical corollary of producti- 
vity ~ is also central to financial viability analysis and to policy 
issues such as the jones listed earlier. Financial viability' questions 
are to a large extent questions of how well an educational institution 

performs its task. 

At the National and State le^ it may be. of interest to know 
whether public policy is .leading to "lowest common denominator" 

6 ^ ; • - ■ . 



educatidnal standards* If the State h^s particular quality standards 
^ in mind, it will be useful, to be able to determine whether ox riot thl^v 

■*' * ' ""rf 

have /been achieved. " • '"T 

I . 'C , statistical Implicat,loris > " j . j • . 

1. In order to deal statistically with financial vi^ability issues' 

■ ■ ' ■ * "• ■ ■ ■ ' • .c ■ ■ . 

and policy dimensions, it ^is important fo- understand^ that the data . 
elements that may h5Ve to be assembled for any ^rt of analysis arje 

■ ■ ^ ■• . ' / . -■ ■ 

themselves 'a function of the particular context in which the financial 
' yiability issue arises. . 

2. As the Second Newman, Task Force R^oprt stated pointedly, much, of 
the reJeVant data gathering efforts will require that a proper theore- 
tical or analytical framework will have been establishqg from which 

the data formats evolve logically./ In much of the financial data- ""^ 
gathering of the past, such a framework has been, absent* 

' Th^i paper and the att^che'd working . paper (see appendix set 
forth in broad terms' one type of framework for statistical analysis". 
Part three explains illustrations of data element s'tructures . ^ 

3. The demand for '"indicators" has been increasing, and among these 
there are some logical financial viability in<^icators. One such is 

an indicator of inflation in PSE. We recommend that tHe Halstead 
Higher Education Price li^^ex, be broadened to encompass the entire 
educational institution. Other key indicators are mentioned -in part 
III. ' • - ' 

The requirement for financial viability indicators implies also • 

9 k 

that in 'several areas protracted preliminary research efforts must be 
undertaken. ' The fact that institutions or the industry has been gather- 
ing data for certain variables does not make the latter indicators of 

."' . ■ ^ ' ' , ' ' ■ 
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anything in particular unless empirical analysis skews that the 
variable ihdeed tells us something. significant. ' « 

The relationship that exists between an' inflation measure in 
• education ^nd educational productivity illustrate?' this point: -there 
isaiifellminary'need fbr concept kn"d model building frorf which' routine 
datfa gathering may eventually follow. > , ' ' • 

' Another' point of much .past controyetsy has been on the 4uestion 

of v>hethe!r 6r not periodic ymple surveys arid studies would be suffi- ' 
' cient in coritrast to NCES' preference for all-institution surveys. _ 
- Welbelieve that in all but ttle rares-t instances, sample surve$$ 
will ^.adequate. There exists an ample methodology for making aggre- 
gat^ all-industry estimates once ' the confines of PSE have been defined 
for each particular investigation. . 

*^ NCES* need not become 'the^competitor of th'ose organizaj:ions ~ ACE, 
" NAICU,.' Associations of independent colleges and universities in several 
' • states, the various State planning or coordinating bodies, *and Bowen 
& Minter ^or the -independent sector — who succ^^ly are gathering 
data and- undertaking periodic studies from which time series can be 
developed. ^NCES might act as often as not in the capacity of sub- ^ 
contract issuer and as a facilitator and coordinator of policy studi^ 
that will assist thjfe^ le'^islature. Part III mentions some additional 
, aspects of this facilitating and coordinating role . 

D. Specific Studies 

1. Some -basic enrollment information is essential for institution- 
centered financi^al viability studies. ^ 

Three types of 'enrollment daU^re desirable; (a) body count; 



(b) academic full-time equivalent; and (c) financial ^-ull-time 

• , /'■'"■'■'* • ' i_ ' ♦ 

equivalent. All of these/should \ncyt be based, is . now the' case, * ^ 

/ ' * ' . \ , ' ■ ' ■ 

on fall enrollment survyeys.; ful'l annualized information is Keqt^ired so^. 

■ * ' . ^ ' / ■ 0 ' ^> ■■ "' ' ' ' ^ 

^ha't th(^ net enrollment change- tlxr^g^ouf the year can.be determined, ' >^ 

** ' / ' . ' ' 

Fall enrollment statistics should hot be related in fi^anciaf studies 
? \_ ■ ' ... 

• to annual revenu^and expenditure treii45 

Since' qua/Litative factors are important, certain admi/ssions data 

' •' ' ' ' ' * ^ ■ ■ i' • * 

becomes important. Ip additi'^n to test scores and other conventional " 

variables, we -believe that time series on the number of applications, 

■ - > . " " • \" 

the r^umber of students admitted*, and the number, of related raatricula- 
tions vprovide^n insight into changin^ marketability , admissions 

. T. ■ * 

/Standards, and inter-institutional. competition. , 

f ■ / 

Retention ratios are Another important ingredient. When the»e . ^ 

• and the above information are used in conjiinctioif'with. the financial 
analysis, the changing institutional as well as industry picture, 
IjeginV to sharpen. Ti ' 

2. \he next importai^ element in institutional studies of finan- 
cial v,ial)ility is the cash flow* provided t?y and on behalf of students. 
This is another way to say that, among other things, one must focus 

f • 

on the structure of student aid revenues which today have a major 
stake in defining the ■*/;inancial condition of educational institutiorfs • 

'Part III sets forth' some illustrations of a type of study that 
might be undertaken; the example is one of a survey now already in its > 
fourth year in at' least one State and in its second-o^f irst year In^ 
several , others, ^ f 

One example is- given of an ad hoc type of/'student aid study; this 
focuses on the internal 'structure of the aid allocated by institutions 

J 7 ■ ■■ . 



y and* on the resulting, cash fiElqw produced by eachS^udfent. • , 

^J^. - 3.. tr-analyzin-g the financial condition of an individual institution. 

'Vpart ■ III /provides^ three exhibits. The firfet suggests a ^urve^ of . • ^..^ 

operating' expenditure^ by .Ly line^^temV. ' Since thTY^?" essential ., 
.,,eieWnt for developing a ta£al institutional inflat'ioA measure\ it / •. 
.would appear to represent a logical supplement the present^- funptionaX ^ . V 

expenditure &uryey. . • . j 

' The seccHid^\;^p l^n the-liustitutional an^ysis-is to determine how 

adequate 'Wii^iave been each year or'over time. Appendix A. exhibit 

• \ > - 

^ 5, -provides the detail that itaght be studied and collected. 

4". A special feature of the recommended data format is the need for 
■ * ' , "\ f ' ' 

a "c-^pital charge" concept. Here some intellectual development is' 

necessary and a number of" definitional problems must be ironed out by 

1 tire/ind«stry(treferably in such a way a-s to guard against viola^ng " ••• 

the individuality of specific types of institutions. J 

The. displa>*.of financial information to this point is- such that 

i't will allow aklysts to group indivi.i'ual institutions according to' . , 
where, in the order of net revei^vie lines, deficits ate beginning to 
showvtlfi. 

5. Beyond this, the financial analysis req'uires that a series of other 
variables be tracked regulart^. Some of these are listed in appendix A. 
■ ■ exhibit 5. They include such items as " changes .in fund balances, expen- 
dable reserve balances, endowment investment return, sundry inflation 
adjusted revenue and expenditure components__, and appropriate program- 
• and staffing indicators. ^ ' 

^.We^ consider the illustratic^ns provided' as developmental and would 
•■|p^ect the specifics to "be altered, more or less' depending upon the 
' ' 'typfe of institution or the type', of polic^y. is^sue^tudied. 

10 , ? 
^8, 



. 6. Within the broader financial viability coptext, but closely 
related to the foregoing, a few more specific studies sugge.st ^ them- , 
selves. One of these would be patterned after NAICU's present Student 
Aid study which limits the sample to independent institutipns . Because 
of the, twin major national policy issues — access and choice ~ it 
is timely to investigate the relative success or failure of .the com- 
bined Federal, State^and private student" aid efforts. ^ , . 

Another perspective on PSE attendance and access could be provided 

^^^^^^^^^ — ^ * < 

by a study of the current mix of students in terms of family income 
distribution, race or ethnic origin, and professional expiectations ^ 

7..' Of special importance could be a bi^oad-gauge^^study bf the PSE 
industry, its nature and scope, especially in the broader context 
defined in gart II. Such a. study could contribute to policy in 'other 
fields, especially in the realm of ^\olicy. for employing teenagers. 

8. We see the need for a major effort in educdt'^onal productivity 
and educational outcomes studies. The pathbreaking \)'Neill study 
ought to be. perfected, brought up-to-date^ and some qualit/ measure.- . 
ments should be /introduced. « , ' 

More fundamentally, however, there e'xists a^ need in PSE as */ell ^ 
as througtioiit the service industries to come to. grips with the ^ 
"quality" issue in the measurement of productivity . This i^e re- 
quires a concerted effort of the economics profession and of analysts 
in education. It i^ perhaps ^ matter of over-riding significance, in 
that the present state of the art tends to lead to dysfunctional or 
even destructive policy, sAnceyone of the outcomes is that in the ^ 
absence of appropriate qualityAneasures , . qualil| improvement becomes 
s^j^nymous wtth inflation. ^ — ^ 



9i Among, the special cost studies that might be undertaken ^ we believe 
that on^ focusing on "compliance costs" would be'welcomed by the . 
industry. The mcfdel .for a comprehensive study might ,b* the ACE pilot 
effort of several years ago. ' . . . .. ; ^ 

10. Since financial viJbillty [analysis wust' foc^Js on variable arj^ fixedT 
•costs and thus on capital, an' induUtrywide' analysis of future ^capital ^ 



requirements based ?on existing" capital investments aeems to be^a timely 
Effort. Such, a study might help sharpen the conceptual debate o\ v^at 
is meant by financial viability. 



11. Some mention has already been, mad^ o'f policy issues that pertain 

^ ' Jl ^ ' '' 1 

directljlto statewide planning. Given the demogfaphic forecasts for 

ti^ 1980' s, it pi?ght be useful to con6ide-r a nationwide' St u^i^| the' ) 
expected impact of teenage population trand^and '^$^m,^^^r^^W^m^ 
to existing plans and older projections. Vj^'r '^^ 

The possible impact on the independent' 4^o^-S^f^R^^¥ 
studied as a sep^^rate undertaking^, 'or it might :be fepii|-to^ invest i- ^, 
gate the probable impact on certain public and indejl&ent/^nstitutions. 
This :/rVn area where mod^ins> coulA give r^e tppfeme s^hipt4cated 
studieli which, in turn, might come tp with policy recomih^^tiohs. 

A special aspect of -such s|;udies; centers on tl^e kinrfl of counter- 
^ • - , ^ y 

vailing Federal policies that might have to^ be imp lemeneed given the 

mann^ in which the fi^tes may be apprqacT^f'ng the probl^ For 
.instance, the studiei inight show that certain States are plannl;«/,to 
strengthen while others may be_,weakening certain, essential segments 
of PSE. If^hese segments are^ to ■ remain financially viable, what 
could tfhe Federal role be,'if'any^? / , 

12. While w4,do not recommend studies or policies designed specif 1- 

12- ... ^ . 



for 8upRorti|ig' throu^J^Federal resources institutions whijch have y 

become financially unviaTble, we believe that it raight^^l^e usefuA to 

consider periodic investigations into planning and budge tving It irough 

•» 

case studies "in order to'docuraent what seems to be working anq what o 
' ■ ... ' . • ' 




appears not to .w^k'. 
We ,thln 



in its professional perspective, given the huge 
sums invested, the Office of Education ought t^ mak'dL its contribution 
to the state of the art of ravaging PSE i^^^tutions . It can do this^ 
by furtjiering the- professional dialogue, by encoiaVaging and, in pact, 
by rending research that addresses itself ^o managerial questions. 
Sound pjnstitutiqnal management may save mon6y^ i,^ long run and it 

-may impro^^^* the' e<kicational outiput over time. - 



LS reispec 



^tion f or ^thi 



, we recommend that NCES create a periodical publi- 
cific purpose, of disseminating statistical data 



professional discissions. ^ The publication should be patterned^af ter 
such ventiTces a« The Survey of "Cuiye^^Business and Tfie Monthly Labor 
Review . Eventually, we would expect such a publication to ap^^r each 
month; at the outset, a quarterly journal might be, most appropriate . 

As in the two publications mentioned , indicators describing the 

■ 

behavior of the industry? wQuld be expected to *be the prominent feature. 



ft 
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• . PART TWO: - ■ f \ 

THE' MEANINGS O'F FINANCIAL VIABILITY; STATISTICA^ IMPLICATIONS 



"To develop the data and analysis'^ needed for informed poligy-making , * 
' we recomme'nd creating a iie« katistical agency and an u^jgraded aualysis 
■ and da^W<*lection policy foF^he Education Division of the Department 
Wf Health^ Education, and Welfare^ Collection of >if opiation >ias the 
^irst role as^gaed tb the Office of^Educition, W today fhe resources 
capabilities, and support for this t^k fall far short of comparable ■ 
federal efforts to generate iOormation for policy-making ip economic 
policy, employment, or science. The new. statistical agency, designed 
' to. establish a new leadership role of the federal government in the 
collection of eTtbcational data, should integrate the policy analysis 
and data collection functions, now performed by separa.te units. A -. . 
revised data collection policy should include an expansion Of^ the 
universe of educating agencies on Which data is collected, and a greatly 
increased^mphasis on longitudinal studies of the effect of 'ttif ferent : 
' educational environments on studertts."! / ' ■■ \ 

— This part of the paper contains three ma^or sections. The first one- 
defines financial viability within the scope of PS£. The second ideatifies 

f V ♦ V ^ 

•seveial key PSE issues., >^d the third takes up some, of the implications 

for statistical studies. 

A. The Nature of Financial Viamity and the Scope of PSE 

To the author's knowledge, t^data requirements questioiNh^s not 
been asked within the context of financial viability 4ince the days of 
the National Commissl^^ for the Financing of Postsecondary Education. 
.The American Council on Education, the National Association of College 
ind University Business Officers, and the National Ceneer for Education ^ 
Statistics have for more than a year held conferenc^nd encouraged 
discussions which, among other things, have focused on the current and 
future state of higher education statistics- Although financial viability 
was a concern from time to time, it did not play as central a role as it 



IFraftk Newman et al. , The Second Newman Report: National Policy and 

Higljer Education. Report of a Special' task force to the Secretary pf 
Health, Education, and Welfare. (M.I.T. Press, Cambridge, Mass. 1973). 



does in'this assignment, ' i ^ ^ 

those who are familiar with existing financial r^nd *re].a^d) 
tatistics in higher educa^^iort^ know that ^nancial viability has not ^ . 
been ^ central issue^in theiif de*sign.> ^ ^^'^ p\rm±tt:ed to 
* borrow a phrase from another field of social research, mucTi of our 
present body of higher education statistical information has been and 
remains V^sentJallV dysfunctional when we raise the financial viability 
' question. It is useful to red^ll Frank Niewman' s severe criticism to 
^this^ effect (see above). Inj their then and present form, financial 
and related educational statistics^- lack a unifying theoretical or 
analytical foundation. 

This is a se'rious ^ac^usation'^as well as a shortcoming. In part 
it is explained by the fact that there never existed a mandate for a* 
solidly in-theory .anchored higher education finance system of statis- 
tics. .- / 

Rather, the requirement has been for stati\j5tics that regppnd dn 
fpart to congressional mandates and in part to interinstitutional or 
ii^strywide consensus. Legislatively mandated surveys consume a 
significant portion of NCES' annual appropriations. 
t WiJb respect to financial information proper, particularly those 



elements that pertain to institutional revenues and expenditures, a 
sharp* eye toward funding 'sources op the one hand and* a concern for 
minimum disclosure (lest established funding be jeopardized) on the 
other hand seem to have been among the important criteria that pro- 
duced the present system. Another major characteristic of the finance 
: package in the Higher Education General Information Survey (HEGl|5) is 
the standardization of data elements throughout the industry aVross 



ive 



V 




■/ what 'rtay well be signif icantly different ( diffe/e^ institutions 
\ ^ It is on]^ fair tCK say also that the NCE|^taff .has '^en resigns! 

^t.o pressures from the outside and. thus has peridSxcally revised its 
I survey io'struments . Unfortunately, thfe pressures exerted h^^^led^' ^ 
repeatedly to what raus^^e termed political compromise^. The higher^ ^ 
. education industry mii^t. be blamed for promot?ing a system o-f f^inancial 
statistics that* lack a' f inance-theoretici^j). ba^e (for institutional 
assessment) ^nd which fail to embody, a socioeconomic theoretical frarae-f 
work (for indust/^'ywide or national assessment) th^t describe the 
, f in£fncial ^ndition of higher education in any very meaningful manner 
. The PSE ^^mension further com^catifes matters, as we shall see^ - 
It <Ls impossible, in an essay o| some 70 pages, to produce a 
foundation for PSE f inancial'^statistics that has so far eluded those 

' .\ . 

who uprmally speak for the industry. But we believe that we can at 

least hint at wh^ some of the concepts and componej/its ' of a functional 

system may be. Financial viability is b«th a unifying and a cdnstrain- 

ihg fptlndatioh; if we were to ' substitute another issue or principle ," . 

a different design would most surely emerge. 

1.^ The Meanings of Financial Viability 

ar 

Financial viability has meanings that depend upon the context ip 

• ; 

which the issue is studied. For policy makers it makes a difference ^ . 
if *we speak primai;ily af institutional concerns or if we look at 
- broader- contexts such as statewide planning or even national issues. » • 

a. Our definition^of "financial, viability" *is relatively simple: 
^n economic or social entity is said, to be financially /liable if ^ . 
^ it has at its disposal, over time, adequate and appropriate resources 

that allow it to achieve its stated or implied objectives . 

. • . 16 ■ 
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There Is inevitably a certain subjectivity in siich a definition; 

V ' • ^ 

•\fffHt may be "ade^U^te" or "appropriate" can be matters of judgment. 
In an enterprise-^^such as education, where qualitative factors and 

intangibles abound, this should be takeiT fot granted. On the other 

if . 

' • - 

hand, it may' be possible to determine criteria for delimiting 
boundaries that help circumscribe what is mean'%^ by "adequate" and 
"appropriate." 

b. If mayU>^ argued* that a national system of statistics for PSE 
(or, more narrcJwlyj for higher education) should have a primarily 
xjf^ti.onal pglicy focus. In this sense, the anal5^cal framework, 
around whj^ph the statistical apparatus^is to be constru9ted would 
dverive from the jjplicy questions and underlying cauise-and- 



^fect theories that pertain to key national pol>^y issues. Some 
of these will be taken up below. 



On the other hand, education is a palicy matter for which the 
States rather than the Federal government have been responsible. 
Even today,, when the Federal involvement is deepening rapidly, 
the primary responsibility for PSfi, lies witfi State governments. 



Therefore, any statistical system that describes PSE must be 
designed in such a way as to embrace State , PSE policy issues. 

In addition," a State PSE or a national system represent com- 

- .-■ « 
ppsites of subsystems., -Among these, we must distijaguish geo- 

^graphical subsystems as w.ell as> types of institutions with 

V ^ ' ' ^ / 

specialized educational missions.,, W^ile policy, considerations 

may overlap, the fate of major research' universities and that 

of narrowly defined vocational PSE institutions may require 

veVy different approaches.^ Financial viability models may be ' 



^neralized to a certain extent , 'but they^also need to tal^ ipto 

/ 



account t^he specific finincial structures that^ best • descCTLbe 
'of the relevant subsystems''. • . '-J- • 

In th^ past^ we se^m to have tak^ for granted ^tKat tpk smallest 
"entity that mattei^s in • f inanciaS^ viability analysis is ' the^"insti- 

-J t*ution in otKer word-s"^ th'e parti_pui^r college or univ^rsdty. Yet, 

' ' : / ■ .'w ■ ./'C V '■ " 

"among some of our more c^om^lex ios^titutions , those which Clark Kerr 

•" called the multi-vtersities , entities may exi§t whose finaRcial _^ 

analysis must be undel^akJn inWiniatute, so, to speak, if one wants 
to understand the meaning of '-fMancial virility" in the broader 
setting of the legal university • unit ' • 

c. |The multiversity setting oi^f er?" an apprv^^riate jilj-ustration 
of some of the dimensions that.may have to be considered whe^the 
financial viabili ty^«^cept is applied to individual educational 
Institutions,,*-—'''^ ^ ' ■ 

As is/the case in a compl^'^ business corporation, we takS" f or 
gra^nte|^^that'*Viere exists an ovetall corpc^rate objective which 
can bWrtic«f^ated in. total corporate plans and policies > Once 
a year, at'the least, a comprehensive report^on ^profits and losses 
and a consolidated balance sheet are prepared. ButWrea singly, 
the Securities and Exchange Commls-slon appears tcx have -Ikiund ttiis 
total aggregation of manAseparate, parts less than fully! i llumina- 
ting. We seem to be m"S^-fng toward a^tequiremen't . that ^re informa,- 
tioh be*given about. the separate parts of the total bundle of 
corporate activities. ' ' , " ' ^s^' 

In the multiversity, f inancial'viability analysis will require 
.similarly that we sfudy those separate parts that have distinct as 

18 . ^ 



well a6 distinguishing characteristics. Examples are the 

■'A * • " 

professional schools and the teaching and research hospitals which 

play^ a V large "part in certain university budgets and some of the 
extensive public service activitiies that may overshadow certain 
Other- educational missions of the university. 

-7. The fact that individual university administrators dcr not like 
to break out some of the major elements thaji^^ constitute the "econo- 
mics" of -the relevant subsystems is not really of as great a moment 
as is the fact that, without adequate detail, an accurate assessment 
of Institutional financial viability cannot be made either by in- 
siders or others. We have been treated to some rather convoluted ^ 
reasoning during tlte debate on educational ^costs which, among^t^lv 
things, tended to disparage attempts at ddentifying specific cost 
centers. One need not always sink to 'the departmental level to 
find relevant detail; on^ the other hand. Certain of our complex 
'educational institutions represent conglomerates, some of whose 
parts will require separate analysis^f we are to understand the 
meaning of "financial viability" in the tota^ enterprise.' 

d. This is not to say that the concept of financial viability 
requires institutional survival as the primary objective criterion. 
But we must understand what the implications of institutional 
financial viability are if we are askei to provide answers to 
broader policy issues. ^ ' * 

^NaUonal and State policy toward PSE may strengthen or weaken 
the educational mission of particular institutions. Public policy 
is not pre-ordained to have f avorable " effects—even if so intended— 
on all concerned. In recent years, public policy seems to have been 
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framed within, at times, rather signif icant^uncertainties. This 
means tlfiat well-intended legislation can h^ve unforeseen coiise^ 
quences, and some of these may be pat/er^tly undesirable. - 

It is therefore important that policy research embody both a 
before-and-rafter-the-legislation analytical capability. At each 
policy ^level, the requisite data elements will be^a function of the 
particular policy issue . For practical purposes, the information 
source will wholly or in part always be the institution. But the 
institution and its reprefeentativ^fi may not always be the best judge 
ofiiwhich data elements best^ describe^ the interaction variableWthat 
characterize a particular tssue. Financial viability is too broad 
and important a concept to be defined primarily by finance officers 
of colleges and universities. 

' e. Nevertheless, the financial viability of institutions might 
be considered as the cornerstone in policy analysis and statistical 
data design that takes as its^ focus the broader financial viability 
concept desjciribed earlier. . ^ ' 

Institutional financial viability analysis will stress, among 
other things, the resources requii^ements under' specif ic assumptions 
or constraints. A major shortcoming in existing financial statis- 
tics is the student's inability to define resources requirements in 
terms of institutional objectives. Much of the same ts true in the 
broader policy setting wjien State or national issues are involved, 
except th^t in the former, one' has at one's disposal specific plans, 
(where the States have them). 

f. College and university finance falls somewhere between the 
two extremes of corporate-f or-prof ft finance on the one hand and 

C8 



of State or municipal not-for-profit finance on fhe other. The 
pri-vately controlled colleges and universities may have more in 
common with the former, and the publicly owned institutions may 

resemble more the latter. -Yet, we have tried to. treat each ' 

- • ' ' ''' <^ " ' 

identically. . ^ . \^ . 

. f , y ^ ' ' • - " 

Outside the field of public finance there really is no such 
thine as an "economies' of the non-profit sector.' The latter may 
in fact be the wrong nomenclature from which to engage in college 
and university financial analysis. 

Prevailing college and univeVsity finance statistics — as 
well as fiduciary accounting practice" aftress current revenues 
and expenditures, and they do it in such sLway as to downgrade, 
if not ignore, the essential capital concepts that are an integral 
part of all economic undertakings. It is exactly with respect to 
capital requirements thait^ financial viability analysis will enter, 
novel ground in^ PSE, but not so novel that' proprietary PSE insti-^ 
tutions would not know how to ask the questions or how to provide 
some of the answers. ' ^/^ 

The problems-is not quite as straightforward when we consider 
publicly owned PSE institutions whose financing patterns are most 

L 

easily described and analyzed by the prevailing fiduciary fiH;id 
accounting practices that also characterize our national PSE 
finance statistics. The capital concept inherent in established 
accounting patterns s&ems to be limited to buildings and certain 
types o^^^uipment that can be classified in an institution's plant 
and equipment account. Since States provide their own institutions 
wittK special financ^g mechanisms, there exists a logical inter- 

■ : . . ■ 
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action between the available information and the resulting • 
understanding of how the institutions function fj^ancially. 

When an essentially public finance system of accounting and 



analysis is imposed on all PSE institutions, some serious questions 
arise, particularly in view of the potential for misinterpretation 
or Misunderstanding, fn the current economic environment, the 
peculiar nature of the capil^al concept, used in higher education 
finance stu/iies, has led to an almost industrywide misconception 
-of prevailing capital requirements, other things remaining equal. 
The tf)rivately controlled college and university suffers perhaps 
'■ more from the established -tradit^.on than does the p^iicly owned 
instifuttqtt. But in both instances^ the capital concfept and 
dimensioToffer the pivot for future sound financial viability 

analysis. . * 

Thus, when the broader State and nati^^al policy concerns 
come into play, it is not the institutional survival that is 
brought inta focus, but the total current and capital resources 

■ - • ' -v . ../... 

^that are r-equired for the optimal achievement of the key^policy 
concerns that matter at each level. Before mentioning some of 
these policy issiies, a few words are in order about the scope 

of PSE. . ^ 
it The Scope of Postsecondary Education 

Financial viability in PSE is a function of the nature and objec- 
tives prevalent in^ the industry; but it also is a function of the 
very scope of PSE proper . 

The PSE industry is a vast enterprise encompassing all of higher 
education, 'the proprietary segiient of post-high s(j|iool vocational 
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traii\ingV the formal training and. Education undertaken by private 
business firms; .labor unions, and^ government agencies, and the numerous 
educational.and training eJf ortB' jcarried out under the auspices of our 
armed forces. . / \f ^ ' f 

One of the impof taitt^issu^s is not merely what is meant by the 
financial viability o4|hi8jlarge industry, but,.where the limits will 
or should be drawn for-data gathering. Are we satisfied with the 
boundaries defined by trie recent higher education and PSE legislation 
4nd, accordingly, is PSE ciqj*iscribed by those institutions which nqw 
jqualify'for Fiederal (and, ih;^certain instances. State) support?' Or . 
should data gathering encompass a less re^rictive view and consideE?.. 
the broader PSE dimensions? ^ - <f , - - ^ 

PSE serves many constituencies, and a nilraber pf ceiitral policy^ 
levels can be distinguished. Traditionally, we think of Federal, • r 
State, and local government interests ^and policies.. In addition to 
the legitimate concerns expressed by educational institutions and their 
clients ~ among which , students figure prominently — industry, cot^ 
merce, and labor are ^also vitally interested in ho^ public policies' 
affect the educational enterprise. Last but not least, taxpayers have 
a stake, if not always a direct voice, in the matter. 

It is possible to give PSE an arbitrary ^cope as is the case pre- 
sently if one starts with the established legislation. Accordingly, 
certain educational activities chiefly carried out witlfLn specified 
institutions, both publicly and "privately governed or owned, will be 
germain to the analysis. Any evaluation of relative success in achiev- 
^\ng national. State, or institutional objectives will then have to be 
judged within this rather precise but limited context. 
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On the other hand, it can be argued that the broader and perhaps 
less-well-defined PSE scope may be more appropriate in the analysis of 
certain objectives, particularly at the national level. Since full 
eLloyment considerations in the field of economic policy may have 
^omething\t^ say about or to do with educational activity (its quality 
as well as who is benefiting from it and who is «being left out), the 
broader-scope, definition 'may be most appropriate. On the other hand, 
if the question is how well certain Federal student afd programs are ^ 
accomplishing their purpose and how the monies are^ flowing through the 
PSE industry, the narrower scope concept may be adequate. 

.Thus, once again. we are confronted with the necessity of knpwitig , 
the particular policy issues and educational objectives before we ca^i 
correctly define the exact scope of what we mean by PSE. As is the 
case vfeth the financial viability concept, the exact meaning may change 
depending'on the type of issue under study.- 

» 

B\ Key Policy Issues 

We shall. not attempt to produce here a complete list of the major 
policy issues.' It is safe to say that lists would differ depending on who 
is asked to compose them. Not only have' we been selective, but our main- 
purpose is to create a foundation for the next two sections of this paper. 
1. National Policy Issues 

Although the national agenda for PSE "is probably quite long, we 
shall select a relatively small number of more or less obvious" and 
traditional topics. * 

a. Some consider access to PJgE to be pne^f the new basic right 
If it is. not that, maybe it 'can be called a general expectation. ' ^ 



s 
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Access has a rather specific meaning when we consider the 
legislation and supporting appropriations that are intended to 
remove some of the financial obstacles that prevent entry for 
som^^.jcitizens. How many qualified citizens want to enroll in 
estabrished PSE inatitutions and programs? How many of these 

r 

applicants are denied admission because the financial means are ^ 
lacking it the combined /Federal , State, and .institutional level? 

Whilfe these may be obyious questions policy makers would'like 
to have answered, is our present statistical apparatus adequate 
and appropriate for producing a re^ly? 

b. Somewhat more difficult is an answer that concerns another 



value cherished by Americans: fifee value choice > Accordingly, 
n\t be enough to be guaranteed the opportunity to .enroll 

the taxpayer, at a low price — 



it may nkt be enough to be 
at some — * preferably, for 



institution. Rather, tlJe expectation may be to enroll at the 
institution , of one's personal' choice. 

In this respect, it is being argued by some citizens who 
count themselves among the middle class that they have been loclc^d 
out of certain higher-priced institutions because of a combination 



of inflation, income t^x policy, and arbitrary legislative and 
administrative student aid policies. Although some studies. show 
'that there is no significant difference in the income Iflistrrbution 
pattern of students' families when different types of colleges and 
universities are* compared , the suspicion remains that the last wo^d 
in the debate has not yet been spoken. The free choice issue 
remains a topic for policy research, and thus ample reason exists 
for appropr4a4^ statistical data production on either an ad hoc 
o^ an ongoing basis. * 25 



c. The problem becomes even inoVe coSiple^ whCn we add diversity 
, another Vajor^ national Issue In PSE.^In i|ls connection. It ^ 
; said to beY.s«"ti.^l ^^"^^ ^^"^ an,.adequate - some use the ^ 
,rd "optimum"^- rfumber of Instltutlcmal V^ypes so that program 
.yersity cah be assured. ' .' 

' .To some, diversity means that theTe always be publicly and 
rlvately controlled Institutions In PSE. If that ^s the cale , - 
aen the prbspects. Inherent In population trends augurs badly for 
he private segment of sriall colleges during the middle and late 
980's. Wha,t are these prospects, how will population trends ^ 
A^ct'PSE. and what^ kinds of institutions will suffer the most ■ . 

kinds of remedial actions. 'li any. can ke taken at the Federal 
eve'l? '.This Issue raises mcipt directly the financial viability 
question at Aie Individual institutional level. 

The issue of program diversity is for many reasons more Inter- 
istmg than the public-private diversity question. Is It a ^ 
aatlot^l responsibility to make experimentation {Possible or should . 
Lt support the true and tried? Where Is innovation more likely to ' , 
Dccur. in private or public institutions? In large *or small 



colleges? 

.Discussions concerning prograpis almost always lead to questions 
of how much 'thly should or would cost. Thus .^f ,|.rogram diversity 
is an important national issue for PSE. costinJ a\so becomes an 
issue as well as a necessary adjunct. This in turn has consequences 
for the type of statistical footwork that needs to" be undertaken. 

d. Another -major-national concern .centers^^on the continuing abiUty 
of our educational institutions to provide the talent and. know-how 
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for pure and» applied research * Atitimes, on€ hears that we* have 
• many research centers c^and research-capable institutions other than 
. lithe research universities. 

. In the past, the leading role of research universities in * 
producing the 'capability for an age of super technology has been 
tak^n for granted. Recently, both super technology and some of 
the university work have come under question. 

-' Whatever the. answer or outcome, we must" assume that research 
universities will continue to be expected to perform essential and 
fundamental work in the pursuit of new Knowledge'. If these instf- 

'\ ■ ■ ■ 

tuiions are to do so, we must understand what is meant by financisTl 
viabiiijty iti the carrying out of such a mandate.*" 

e. Closely related to this is the. role some of our universities 
have played in the, field of health research and hospital care, as 
well as in training doctors. 

Much has been said about our doctor shortage. Whenever there 
are shortages of fundamental services in an economic system, we 

6 

^-^are inalined to cohcltide: that the system is not performing ade- | 
quately. It is probablyl quite safe to say that our i:\ational pro- 

v - 

duction o^ medical personnel has been quite inadequate^f or'many 



years. The evidence lies lin the large number of foreign doctors 
who serve-even in the armed forces. But even if the preceding 
statement should be disputed, health 'is a national policy issue, 
and the production of adequate health personnel and services is 
also a national issue. So is the matter of health science and 
research. 

^ . At this point, the financial adequacy or viability problem 



'assumesX'rdther frightening proportion^, since it ceases to be a. • 
matter of how well a given set of educational institutions are 
doing, and becomes a question of how well the national economy 
ii deliv4ring its ^lealth services. When "it becomes th'e 'national 
policy to contain the rise of medical costs, it is difficult to 
know how this can be done without adequate knowledge of how the 
health industry functions and what those in it are doing. - 

Since we have buried the finances of 'university hospitals . , 
among a more or \ess miscellaneous catgory of revenues and expend- 
itures, it may be fair ti ask whether anyone knows what it means 
when these hospital-intensive institutions report their, annual 
revenues, expenditures, and balance sheets. The case for a 
separate reporting is overwhelming. » 

. f. Recently the Nation has been alerted to erwironiiental concerns 
Some time back, national ^defense' or national security was an issue.. 
Now, the decline in known fossil fuel reserves is in the news. The 
agenda of specifics will change over time. 

However, the 'need for adequate scientific manpower and know- 
how does not change all that much. Rather, we seem to run low on 
imagination and money when dangers, seem remote... 

It is therefore of some importance that a climate for impartial 
inquiry and debate be fostered in the Nation, and the Federal govern- 
ment can play a role both in monitoring what is happening and in 
encouraging those who organize or undertake, these activities . We 
■ are not suggesting her^ that the pursuit of academic freedom is. all 
that matters. We aire talking about the need for ongoing efforts.,-^- . 
for continuity in research work, in personnel development ,, and irt ; , ' 
institutional support. £8 9/? ' 



Thi» Nation haqr been profligate with its resources. thinks 
nothing. of destroying entire factotiePor industries when there 
appear^ td* be no itnmediate reason for them. And we turn the 
Federal research money spigot on and off with abandon. if ^ 



it^ Acientif ic cadres once disbmded could so easily be reconstituted 
We are a nation of cra:^ programs and emergency task forces. May- 
be the tiine has come to practice conservation in known scientific 
talent. 

And with this goes the conservation of institutions that 
''nurture the ta^pts of scientists. To studjj^nd understand what 
this'^ttay mean in different fields of endeavor is t\ help answer 
the question of what we mean by financial viability in certain of 
our most prestigious PSE institutions. 'T- 
Other Policy Issues ' . 

a. Since the States are, in fact, the responsible bodies for 
, the delivery of PSE services — particularly* in higher education — 
^primary issue is how each State plans these educational activi- 
ties and then how it finances them. ^ 

Statewide planning in higher education has, come a long way. 



but the public kribws probably less about it than it should, given 
the fact that thk financial consequences fall to a large extent 
on the taxpayer. Statewide planning of PSE activities in the 
broadest sense is a novedty whose consequences do not seem to 
have been studied systematically anywhere, 

b. One of ' the ad juncts of- statewide planning is the budgeting 
pr6cess that eventually determines how much money the individual- 
institutions within the State will receive directly and indirectly. 
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llj the final budget allocations the State governnjent defines the 
financial viabi^l^ of programs and institutions s*J^ifically 

e4ch year:^ \ ' , 

c. An) imporJant dimension of the statewide planning effort con- 
cerns the intJ^lay between public and private institutions. In 
a short two decades we have movfed from a Nation where over 60 percent 
of thfe, students were enrolled in private colleges and universities 
to one where these institutions barely account fob 18 percent of 
the students. During an expanding population cycle, this change 
looked less ominous and one-sided' than it actually has been. Now 
we are facing a declining teenage population and significant 
structural changes in the potential PSE clientele, One wonders ' * 
whether institutioii^l disappearance will occur primarily in the. ^^ 

private sector. ^ * 

Statewide planning must address itself to the publlTc-private 
issue, and ttf this end adequate inf ormation^on private in^^tutl^ns 
is a prerequisite. Many States now have insufficient data on their 
•private PSE sector, both in its more traditional higher education 

or^in its broader modern meaning.- Nevertheless, State p<ilicy 

y . , - . - * 

affects public and privat'e institutions, ofte^ in unexpected ways. 

d. An area of growing controvetsy is how State aid is given t^ 
students, and practices across the Nation differ Widely.. Much has, 
been Written on how to support institutions such that, the cost to 
taxpayers would be minimized. And' the' impact of existing formula 
budget practices has' come under renewed scrutiny onc^^^^^^r^^ 
covered that what worked well for institutions during enrollment 
growth years tends to have the opposite i^ffect during enrollment 
declines. . 30 -Jgl \^ . ^ ' 



At both the State and local level^' financial adequacy has broad 
area7aggregate as well as more narrow institution-specific impli- 
cations. Except for as-yet small experiments with "free" univer- 
sities, PSE remains essentially an institution-centered activity. 

■if ' 

Thus, the financial viability question focuses strongly on institu- 
tional viability however much we may assert that it is the system's 
viability that matters above all else. Institutional financial 
Viability itself becomes a major issue. 
3. The Issug of Institutional Financial Viability 

It has bee* said that non-profit organizations will try to maximize 
their annual revenues in order to maximize their expenditures. Another 
way to put. this is to say that non-profit organizations wi^l^spend all 
the money they can lay their hands on. It used to be assumed that edu- 
' cational institutions were non-proJit enterprises.- With the PSE concept 
this no. longer can be assumed. , 

a. For some PSE institutions and activities, profit will b^ the 
motive ^ither directly or indirectly. In some instances, especially 
in the vast proprietary PSE sector, profit is a primary objective, 
financial viability is in such instances defined in terms of the 
particular profit expectations and realizatibns . Once one has 
determined what prevailing production functions are and what the 
level of normally expected (or realized) rates of return is, 
straightforward economic and financial analysis will be able to 
provide guidance when judgments are made about a particular insti- 
tution's financial viability. It is, of course , ^ecelbsary to 
understand how the proprietary sector of PSE functions, whet^ it 
obtains its revenues, and what normal expenditure structures are. 



b. In the non-profit sector of PSE, particularly in higher 
-education, it is more difficult to find a satisfactory answer, 
especially ooe that has the endorsement of those who speak for 
the industry. Today, institutional financial viability in 
colleges and universities is to a very large extent- in the eye. 
of the beholder. And, within this context, it^ makes a difference 
whether the beholder is inside* or outside the institution. 

^ The outsider is given precious little information about a 
given institution's financial viability in the sort of documents- 
that tcadll^pnally describe the financial condition of colleges • 
and universities. Not only have existing reporting standards not 
b.een designed to give us an idea of institutional financial via- 
bility, but it is clear' that more than financial data are needed 
to tell us whether or not an educational enterprise is, in fact, 
financially viable. 

This writer and others have had some unkind things to say in 

the past about colle'ge and university accounting. Quite possibly 

our disdain may have been, directed , at the wrong villain-. At 

present, college' and university accounting culminates in formal 

audit reports which serve primarily fiduciary purposes. Audits 

identify sources and uses of revenues, siimraartze changes in fund 

balances, and report on the distinction between restricted and 

unrestricted funds. Those who intimately understand a given 

institution's finances may be able to discern ^from formal audits 

how viable — financially speaking -r it is. But if money is 
% 

seen as a means towards the educational end served by the insti- 
tution, more information is required., 'Much of it- will be* avail-. 



able in the accounting records. Some of it must be found % 

elsewhere* » 

c. In la strictly financial sense, the institutional viability 

question can be answered jpnly within a context that identifies 

c^ts of product^oii^ Thf^tional debate on costing i^ still 

somewhat unresolved^ but it is clear that costing must reflect 

and embrace what economists call the "production function." 
V 

This means that cc^^ng must reflect, the technology of institu- 
tional endeavors. ',In a complex institution, this turns^out to. 
be a much more complicated requirement thaA a simpleii>^atogan will 

\ ■ ■ 

suggest. In financial terms, however, the first step is a careful 
distinction and identification of operation and capital expehdi- 
tures which in turn can be' translated into variable and f'i^td CQStjS^ 
' y^In financia3^ terras, theSsssence of institutional viability lies 
in a college's or ufiiversity ' s ability to render its assigned or 
preferred servipes yver ti^e.f It is the going concern idea, or ^ 
what has been calledl^in economics "the firm in the long run,"^ 
when revenues are sufficient to cover all^^ costs of produ^Fton. 

Higher education has always had a problem with its^apital 
resources^, but perhaps never quite so seriously as tod^y. Any 
definition of financial viability "^must encompass the revenue 
reqiArements that are embodied or implied not only in the pre- 
vailing teaching-learning-research technology, but in the exist- 
ing plant and equipment struc4;ure of an in^itution ort the one 
hand and in the— op^xa^ng expenditure structure on the.other. 

Other thingsv^belng equal, an institution has ^t any given 



moment a forward cost lial^ility built »into and derived f r 



om 



existing plant, equipment, and program combinations quite 
independent of possible interest^nd debt repayment requirements. 
This forward liability has two dimensions. First, theie is the 
capital consumption or replacement aspect which gives rise to 
discussions about how much depreciation ought to be charged, if 
any. Since not all plant and equipment will probably have to be 
replaced, a plan is required that st^ipulates what will be required 
Second, ^there is the need to provid-e efficient or effective up-to- 
date' technology to those who purchase the institution's services. 
This generates a demand for, new plant apd equipment as well as 
for oew' personnel arrangements. Thus without changes in the pro- 
gram itself, the technology of pr(*ucing institutional services \ 
may change over time and thus may require additional capital ^ 
'resources. 

The need for new capital under status quo program. constraints 
is one of the "lost" causes iti higher education. In a bustnes* 
corporation it would become immediately observable and would t>e - 
measured fully or inj)art in a number of ways. Those analyzing 
for-profit corporations would quickly gain a feeling of how 
adequately^ they are being financed^ti^dhow far. from industrial 
or group norms a particular company has been deviaitng. 

All of the above has a significant bearing on the type of 
information that might be collected from time to tiityAn order 
to determine whethei-sUie^system of PSE or individual institutions 
in it are financially ^hle'. And when we sta^T^JiK^he compre- 
hensive institutional understanding of the financial condition, 
we may be in a position to piece tbgetheV what is meant by a 
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financially viable broader system, be it that of a given State 

pj:,'the national PSE system as a whole. 
4. ^Comment on Quality and So-Called IntaA^ibles 

The word "quality'V come? into play frequently in conversations 
that deal with the assessaient of institutional performance in PSE. 
It is something of a cliche to say that revenue or expendituref re- 
ductions will lead to quality deterioriation; and it is conversely 
just as popular to claim that more money will tend to improve what 
is being 'offered. ^ 

To some extent it is true^ of course, that more money buj^^--»ei;a^ 
and often better things; and with less money the quality of what is 
being done frequently does indeed decline.- But by and large, we know 
very little about quality differences, at least in terms of their 
precise measurement. ^ 

Financial viabilty questions are to a large extent questions of 
how veil an educational institution is performing its tasks. And 
since teaching and research are two-ftf the most prominent educational 
activities, the quality qaestion aid the financial adequacy question 
both must to grips with these two types of activity. In other 

words, are thenpnetary resources ade<piate for performing the educa- 
tional and research tasks within the quality framework in which a 
given institution prefers or is expected to operate? 

The pursuit of excellence is everybody's claim; how many achieve 
it is another matter altogether. And on whose terms a giveri quality 
of services is to be implemented financially remains certainly a 
fascinating question. At times it appears that, in our egalitarian 
society, the rights of ibdi^IBuals (a? in the case of access to higher 
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education) are actively supported only to a level of qo^Ky conunon to 
such large numbers of persons that one is tempted ^to think yf "low^* 
fcommon denominators • Again, this concern was brought out forcefully 
in both Newman reports published durfng the early 1970' s. For policy 
decisions that cenfer on €he financial viability of institutions, the 
quality issue is of pivotal importance, however subjectively a given 
college's or university's 'educational and research "quality'* levels 
will be defined. ' 

Nothing better demonstrates the non-financial dimensions of the 
financial viability issue than an inquiry into the nature and^ causes 
of -'quality", in the activiti^ ^f educational institutions. : 
Statistical Implications y ' 

Since the data question underlying this paper focuses to a large 
extent on Federal policy, some special' problems arise with respect 
to the nature aTid scope of the statistical effort that may be required 
if one desires. to understand PSE ^s an industry or if one must formu- 
late workable policy recommendations. , This section will provide a few 
illustrations of different types of data' or approaches tha^t may be 
i|, necessary. — ^ 

Since financial viability is the central issue and our primary 
focus as well, a special requirement arises:^ the necessary data 
elements are themselves a function of the particular context in which 



e "financial viability'* question arises. Although financial via'bil- 
ity is not tjie ^primary objective in the data gathering effort — as 
defined, it is \a means to the end embodied in particular policies — 



it becomes a sort' of overriding policy constraint* 
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The Relationship Between Essential Data, Information, and Policy 
The social science of economics offers a us^|pl illustration 
for an approach to data collection in PSE that some would claim 
,is long overdue. In the analysis of how the overall economy is 
performing, "national income" accounting and "bui>iness cycle" 
tracking represent center pieces that have become household con- 
cepts. In the mohetary< management arena, the concepts of Mj^ and 

among others, can be found not only in the professi6nal litera 
ture, but in weekly magazines read by the layman who wants to be 
well-informed* 

All of the data being collected periodically stem from and 

/ 

center on economic theories which purport to describe the nature, 
causes, and effects of and among key elements or variables. 
Theories often mature slowly, and it takes time before a given 
theorjr leads to a systematic ^x\d functionally sound data gather- 
ing effort. The history of national income accounting and of 
business cycle indicators is a classic illustration. 

Some theories, even when they have become reasonably well- 
entrenched, -remain controversial. The monetarist theory or 
business cy^le behavior is a case in point. But since money is 
a key Element in the ecoi^my, data collection ^need nbt^e thwarted 
simply because some people . believe that money explains everything 
while others hold an Ijpposite or more moderate view. 

In PSE statistics, one of the. key problems is that most data 
collection has little to do with theoretical models of how the 
industry* behaves. As a result, most of the available data are-- , 
rarely transformed easily into relevant information . Even if 




data accuracy were notV problem and if timeliness of data reporting 
could be achieved, the central question remains: why the specific 
data elements that a^re being cols^ected? Once one has taken care of 
the "compliance" aspect of much of the PSE data reporting and 
collection, the fundamental question of function and\-approprJj|teness 
remain. * t 

» Student aid provides us with an interesting illustration. Here 
a number of significant National, State, local, and institutional 
PSE issues come together. We listed access and choice tarlierj 

manpower development and planning is another; -institutional finan- 

J- 

cial viability also is in the picture. Now it happens that certain 
cash flows to students and to institutions from a number of sources 
all have one thing in common: they inable stuaents to pay their 
bills or to attend specific colleges and uni versifies. *^The structure 
of the cash flows differs among institutions and changes ove^r time.'^ 
A slhgl^^codpreltensive survey instrument — one of the type being 
used already experimentally in several States. by independent colleges 
and universities ~ can be designed enabling analysts to mak^.a 
number of important studies that relate directly and indirectly to 
key. policy issues. 
' As^things now stand, information on cash flows from and on 
behalf of students can only be obtained from a spedial survey in- 
strument and not from already established State a*id National 
surveys. Yet, , the policy questions, asked from time to time in 
Washington, D.C., and in State capitals require exactly the Lrt 
of information o«r illustration highlights (see part thre^). The 
very same information is required for analyzing the "financial 
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viability" of institutions, wher6 cash flow analysis refflains a 

? ■ ^ * • y . " • ^ • J- 

central tool. #^ - ^ 

^Another interesting illustration of why it is important to 

have concept - or theory - centered data collection comes from 

.thej '^financial viability" issue as it pertains to an individual ^ 

imstitution. HEGIS financial data are so highly aggregated that 

certain key information cannot be obtained from it. From the 

study of institutions • that have gone out of business and of many 

who may do so in the near future, it is becoming clear that 
IT 

operating expenditures — when compared with those of other, 
similar colleges and universities — are not necessarily exces- 
sively high. Given competitive prices and comparable enrollments, 

the institutions in question often are unable to raise the addic 

I' 

tional monies required for plant and equipment nainteoaiice, for 
* . - ._ . . 'V , 

interest payments on debt, and for debt reduction. In other words, 

' ' ■ , " ix:> 

whilfe their budgets support perhaps inadequately the educational 
effort, they are insuft^ent in t\{6ti^ support of the total enter- 



prise. ■ . ^ - » 

Two types^of design changes may be necessary if the tlraditional 
national survey of college and^ university finance is to help policy 
makers and analysts understand the institutional financial condition- 
The ^rst change requires a relatively simple restructurit^ of the 
present Statement of Revenues and Expenditures, whereas the-sercbnd 
^involves the creation of a supplementary Statement of the Structure 
of Expenditures by Key Line Items. Both changes are illustrated 
in part three. While the forms suggested are amenable to modifica- 
tions, they reflect concepts of anai^sis that are familiar to 
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financial anal^^sts in contrast to the more traditional components 
that have satisf iedr accountants interested in fiduciary reporting. 
Indicators of Financial Viability 

There has been a. rising demand for data called "indicators of 
financial viability." Since our definition of financial viability 
has /a micro - and a Jacf o-economic dimension, indicators of finan- 
cial viability will often embrace both of these also. A case in 
point is the much-advertised need for an inflation measure in 

PSE. - ^ . 

\ \ ^ 

Kent Halstead's indices ^re a useful ste^) forward but may not 

be the final word. Whether an indicator is calle^a PSE Price 
Index or something else, the concern with inflation cuts across 
a number of policy issues. Among the more interesting aspects is 
^the relationship between an inflation measure and concerns sl^out 
productivity in educational institutions. And this in turn leads" 
to questions on the quality of educational input and output. 

With an appropriate survey instrument that identifies expendi- 
tures by key line items', it is relatively easy to construct indice 
both for sub-components as well as for total institutional budgets 
The Halstead cost deflators encompass only a portion of higher 
edu^^tlon expenditures, auxiliary enterprises and public service 
activities being left out. This is a much noted shortcoming to', 
which the Office of Education has not responded. For a comj^re- 
hensive analysis, all PSE expenditures must be included. The 
wage-non-wage structure of expenditures used in the Halstead \ 
HEPI Index is signLf icantly different from that of an all- 
ins ti tut ion"Tnd/x. In particular, nen-wage items loom much higher 

AO 
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in the Auxiliary Enterprise component than they do in the 
Educational and Genetal division. But more significant is the 
nature of the non-W;kge items." Their prices often have risen at 
very fast rates in/ recen^ years , such that the total budget 

7 V • 

structure has Changed .significantly over time. And with the 

r . ' 

change in the budget structure, the inflation effect! itself is 

If' ^ • ' ^ ' ' 

quite different than that described by the prevailing index 

series. Thus, we not only are given an incomplete picture of 

inflation; we are given the wrong impression altogether. 
% ' 

Irhe need for an initiation indicator for PSE brings into focus 
another dimension of the indicator-data\problem: before we know 
whatfc. data to gather periodically, we may need some protracted 
res^rch and testing on an experimental ^sis . The statistical 
offices working with inflation and other economic indicators 
elsewhere in the U.S. Government are well attuned to this need, 
and their budgets reflect to a larger or smaller extent the 
need for continuing development and improvement of established 
t^^e series, indicators, and theoretical models. In addition, 
they work closely with the appropriate professionals in the *^ 
^cientific community, and together they are continuously engaged 
^in improving the state of the art. 

\ An illustration of a major joint professional effort that may 

: A 

be required is provided by the relationship between any inflation 
measure and the concept of productivity. The first issue in de- 
signing an inflation measure for an industry is whether salary and 
wage components should be mixed together with pure price components 
More signif icapt is the professional debate on how one measures 
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productivity in service industries and — more narroifly --► how 
one accounts for inprovements. in. technology over time, embodied 
in humar/ labor, particularly in professorial and other profes- 
sional talent. This latter in particular is a frontier area of 
thought and research to which PSE spokespersons and policymakers 
are only now beginning to pay attention. 

Indicator work fCr PSE in other areas represents a mixture of 
the known and similar unknown elements, and futui^ data gathering 
efforts must take this into account. 

The Frequency and Detail of^ Surveys , s 

While th? financial viability constraint appears to limit the 
scope of the pertinent statistical inquiries^t Will be under- 
taken from time to tine, our definition sets rkther broad boun- 
daries ftor this constraint. The limitations are imposed primarily 
by the policy. Issues in question. 

Relatively few of tSte policy issues require the surveying of ^ 
all of the institutions or) individuals affected. In most instances, 
properly drawn samples will provide the necessary information* 

One eHceptdUm may be a survey of the revenues and expenditures 
so that an aggregate picture of the industry can be obtained. But. 
in this respect, the writer recalls that when one surveys all of 
the institutions that report to The American Association of Uni-^^^ 
versity Professors (AAUP), the total of respondents represent 
(depending on the year) somewhere between 1,300 and 1,400 insti- 
tutions accounting for about 75 to 80 percent of the monies 
involved. These facts may suggest that sampling Siay be a dequate 
all th e time . g 
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Once the sampling approach has beeji accepted, it will become 

possible to tailor survey instruments to the appropr^Late detail 

required by the policy question or theoretical problem at hand. 

The establishment of sample groups who regularly report on certain 

a ^ 

things has produced excellent results in surveys conducted by ACE, 
and more recently by Howard Bowen and John Minter, to mention but 
two of the more prominent efforts of the genre. ^ 

A significant effort should be developed in the area of statis- 
tics that concern so-called occasional issues and those policy 
matters thaV come before the Congress." Here again, the requisite 
data will most of the time be limited to samples of respondents . 
and may preferably be undertaken by special contract arrangements/ 
The problem has not been so much the absence of information to 
the general public as the lack of funding and data work designed 
to elicit answets »f or pdlicymakers and policy researchers. ' 

^. It is use^l\to remember aga^.n that PSE is a complex under- . 
takinjg and thatV-Xas we define it — the financial viability , issue 
cuts across broacT-areas of ^concern. The nature and cfuiility of 'the 
educational effort is central to data production whoee purpose it 
is to describe how well the industry functions. Part three, below, 
may not do justice to the breadth that has been suggested. It will, 
however, attempt to fofcus on immediate steps that might be taken to' 
n^ove forward the statistical state of the art toward and within the 

sort of framework discussed above. 
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\ 0i ' ■ PART THREE: 

' • DATA COLLECTION - TYPES 6F DATA AND PROCEDURES 

In this part ^ the paper an attempt will be made to set forth in 

a l ' ' ' ■ 

some detail ra^^W-gatfiering ^fiort capable 6t serving the broad as well 
as the ^^«^'t^nc6p*t of flnancl^ viability described earlier. It is 
assu^ey^Chat, in spit« of % emphases on institutional datgV^^broader 

if 



l^ilS^es^nd re^iuiremen.ts .w^^ be ia^i. As Jjv the wor^^M|j>us'iness , 

the. institution must be the Source for relevant dat^^which tfte analyst^ 

nay theo transform itito appropriate information. 

A. Pro cedures- * / 

•1. The writer knows of no evidence suggesting the • necessity for 



all-inst'itution-embracing surveys. It should be the general policy 
' that in all inst£)/hces appropriat^r'^saVpling techniques be employed 

for the selectionv^of respondents. / 
* ' /tn view of the -tradition in higher education, it may be appro- 
' * priate to retain a general all-institution survey 6f the scope ^faf 

'^revenues and expenditures as a means of continuing already-established 
time 'series and bench marks. We. do not know enough about the specific 
uses that. are made by institutions, State agencies, and others of the 
data now being collected. We do know, however, that many recent ■ 
efforts have required the creation of separate data bases from those 
already established by NCES. * 

^ Provided the turn-around can.be speedi'd up (as is the- case for 

the Department of Commerce Survey of Business data), an abbreviated, 
-broad-gauged financial survey may continue to have its uses. But ^ 
we would assign it a Very low priority if appropriately 'designed 
sample surveys will be undertaken instead. 
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2. It should ,the policy of NCES to undertake directly or to 
contract for ad W^it'^olicy studies that require objective analysis 
and understanff!|§^ before specific policy recommendations can ^e 
expected. * , ^ 

We believe that it could be useful if NCES^acted as a catalyst 
in the collection of relevant data for such studies, particularly 
when the efforts have been contracted to outside researchers, 

3. It should further be the policy of NCES to work actively in 
the continuing improvement of the nature and scope of PSE statistics. 
In this respect, NCES should seek the cooperation of other government 
agencies and of independent research groups who already have a repu- 
tation for their expertise in statistical methodology, in theoretical 
modeling, and in specific subject mat^ters that are relevant to PSE * 
concerns. . ^ 

4. NC^lgy'should not attempt to duplicate some of the pn-going data- 
gathering efforts, 'particularly those that are by now well-established. 



We haye in mind the work that has beeii carried out for many years by' 

^ • : ^ .4 ■ : ■ 

ACE, the newe^r studies that are being undertaken by NAICU; and the 



far-reaching data bar^e^^eff ort managed for Independent colleges and 
universities by John Minter, by the several State associations of 
independent colleges and universities, and by the many State agencies 
for the public sector^^^ *• 

While we would expect certain^imilarities and some duplication, 
it would be our expectation: that NCES would tailor its data systems 
to" its owo needs, but ^long some of the lines which will be outlined 
below. * ^ 

• 5. Jt would also be our expectation that NCES would ' routinely 
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analyze the data which Institutions are required to report under the 
various compliance^regulations issued by the Department of HEW. By 
this we do tiot mean simply that summaries of the reports be prepared, 
but that the responses be studied witff* respect to the policies tq 

'which they respond. - 

In action, NCES could be helpful in assisting HEW in desig:ning 

survey instruments that are appropriate for the tasks for which the^y 
' have been created. Following the analyse-s of data, it may be indi-^ 

cated that certain changes should be made in some of the survey 

instruments. Such changes should not desttoy useful time series, as 

\ ■ , 

has been the, case all too often. ^ 

^ ,^6. Finally, we believe that it would be appropriate for NCES to 
develop a publication of high professional stature similar to the 
survey of Current Business , - The- Monthly Labor Review , or other such 
official journals, /such a publication could serve to enhance the 
dla^gue^ among scientists, further the state of the art generally, 
and zero in on special issues such &f the one to^ich this paper 
is devoted. 

Tvp AB of Data to be Collected for Financial Via bility Studies 
/ m this section we shall describe data pertaining to students, 
to institutional finances, to academic programs and activities, and 
to some broader industry-wide concerns. Although our final list 
of specific data elements will be rather large, some essentials may 
have bjeen left out. ' , » 

1, Student or Enrollment Data . 

At present, the Fall Enrollment survey is an extensive and. in 
-principle, useful data gathering effort if one wants to know what 



V. . ■ - 

Is. taking place at the beginning of an academic year. 

of industry itrends and conditions it is ^ 
. inporj^ant ^at enrollment^ tat is tics summarize annual events, that 
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* they reflJR the between-term attrition or net"! changes , and that a 

basia be created to relate appropriate annual enrollment data with ^ ^ 
J||l'annual financial and other statistics. 

A special effort should be made to^^evelop an annualized "financial 
full-time equivalent" enrollment "figure. In the order of comparative 
size, three enrollment figures tend to be used, often indiscrinanately: 
(a) body count, which tends to te the largest figure; (b) academic full- 
^ime eqiiivalent, which is smaller and^depencfs^long other things on 
' conversion rates used in th^ranslation of credit hours and p^rt-time 
students*; and (c) financial full-time equivalent enrollment -which is 
the smallest number ^ 

Some observers will assert that (b) and (c) will amount to the same 
" thing; but th§ evidence does not support this claim. And therefore, in 
^ assessing the financial viability of PSE, financial full-time equiva- 
lent enrollment becomes the crucial number. For purposes of institu- 
tional and statewide planning, furthermore the reduction ratios that 
lead from (a) to (b) and from (b) to (c) are useful and essential 
ip^^dicators^ . 

In addition to the usual t demographic and test score variables, 
four enrollment characteristics should be prominently analyzed and 
reported, since- they tend t!o provide information about qualitative 
changes: (a) the r^mber of students who have submitted a complete 
application; (b) the number who have been officially admitted; and 
(c) the. number who have matriculated but have not withdrawn volun- 
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or whether it is necessary to asK tor cne raw aaca rrom wnxcn tne 

ratios ^111 then be calculated, Since this is an area where the 

institution may at times be tempted to "gild the lilly," it may be 
to 

•preferable to ask for the faw data, but to providfe space on the form 
for calculating the ratios. 

It l^as- been our recent experience tha^^ institutions will almost 
always .chaufcie past fall enrollment data when given a chance to verify 
what they origii)^lly submirted. As an incentive fpr careful data 
production, participating institutions might be provided a small sub- 
sidy similar to the one that used to be available ^j^pr tfiose-lnstitu- 
tions providing information for the facilities and space utilization 
studies of several years xigo. 
2. Student Aid - 

to 

/In appendix A, ejkhibits 1 and 2 illustrate a type bf. survey thAt 
we are recommending as an annual or bi-annual endeavor, preferably 
the former. The data elements address themselves to a number of 
^ vital policy issues. Exhibit 1 illustrates what the survey instru- 
ment might look ^Ike , and exhibit 2 describes an institutional cash 
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flow analysis that can be derived from it. A number of other types 
of studies flow from the data provided by the survey instrument. 

a. Student Aid Survey Instrument ,' Once the separate time series hav 
been established^, the longitudinal analysis g:ari describe — among other 
things — *he changing structure of institutional cash flows from and 

on behalf of students. Since this will represent in excess of ^50 per- 
cent of the revenues for independent' institutions (in some instances, 
the figure will go as high- as'* 85 or even 90 percent), the detail adds 
up to an understanding of a significant segment of PSE finances. , 

b. Institutional Cash Flow Analysis: Revenvle From and on B ehalf of 
S^uflents. For l?oth the survey instrument and the cash flow analysis, 
some definitional), problems will have to be ironed out.^ Experience 
tells us that institutional practice differs widely and that, in spite 
of what some of the audits claim, certain details are not always easy 

to .obtain. 'The unduplicated number^.of ' tecipients has caused difficul- 
ties in the past., and many colleges appe^ not to be able to provide 
separate information on restricted endowment income used and on re- 
stricted gifts. • ' ^, ^ 

In the past, it has been traditional in studies about student aid 
to relate it to either tuition and fee revenues or to educational and 
general revenues. But sincS it has become general practice to assign 
studept aid in terms of a student ^^s total cost of attending a colle- 
giate institution, it makes more sense for financial viability analysis 
to try to relate student aid to total student .charges, and thus to 
student-generated revenues that include at least the tuit.ion and fees 
charged, revenues" received from dprmitory charges," and revenues from 
food service operations billed to students.' This requirement ' 



apparently causes consternation many quarters and a certain amount 
of controversy. Apparently, some institutions ^nnot come up with 
\the information,' which is puzzling when one considers the audit 
standard requirements, particularly for residential institutions. It 
is true that some of the existing food service billing arrangements 
mayjmake it impossible for accountants to identify all receipts from 
students, and therefore a convention may have to be developed. We 
have set forth' above what we consider to be the ideal information 
arrangement. . 

c. Ad Hoc Student Aid Analysis . Among the numerous ad hoc student 
aid. studies that might be undertaken, we should like to mention one 
that has considerable potential as a long-range planning variable as 
well as an indicator of changing financial viability. 

When one reads the higher education literature, the perception 
is created that colleges and universities have a specific price which* 
they charge their students. In fact, each college and each &niversity 
charges numerous prices to those who receive-^id and one-ppice to 
those without aid. ^ 

The discount structure varies over time and" can be a cause of 
improving or worsening financial health. We can ask one or all of the 
following, questions and ^o^^n an idea, of this discount structure: 
As a percentage of total student charges, what percentage and number 
of students provide what percentage of cash flow? What percentage 
and number of students receive what percentage of aid funded from 
restricted revenues? What percentage and numbfer of students receive 
what percentage of aid from unrestricted institutional discounts? 
If these questions are answered in the fbrm of a decile distribution 
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of 8 tude/it 8 receiving aid, -as pictured in appendix A, exhibit 3, 
some very worthwhile institutional as well as aggregate information 
couia be obtained which now is generally unknown. 

This sort of detail" is not easily available and r^uires a special 
research effort and perhaps some institutional subsidy. But once • ^ 
the institutions ha-ve set up their systems, repeating the survey will 

become less onerous. As a long-range planning tool as wfll as an 

- ■ O 

instrument for financial and student-mix analysis, this type of study 
has built into it considerable versatility and potential^ 
.3 . Institutional Financial Condition 

Appendix A, exhibits 4 and 5, pulls together a few of the key 
financial reports capable of exj),laining the financial condition of a 
college or a university. The exhibits reflect What a number of insti- 
tutions have been trying out during recent years,, and they illustrate 
what is being studied in a special research proje*Gt undertaken by the 
writer with the support of an EXXON Education Foundation grant. 

a. . Net Operating Expenditures . Exhibit 4 builds on the traditional 
college aivd university finance (current funds) ^odel, but supplements 
it by identifying certain key line items which are presented in their 
considerably truncated form. Subject to obvious definitional require- 
ments, "the format will be easily understood by accountants. Among its 
many uses, one will be its application for cost index calculations. 
In addition, the format will permit interindustry as well as intra- 
industry comparisons of expenditure structures. The divisions along _ 
the horizontal dimension of the table might be refined from time to 
time in ad hoc studies, such that the sub- functions (Instruction, 
Student Services, Institutional Support, etc.) can be analyzed in 
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greater depth. ^ 

hm stages in -the Current Financial Condition of Colleges and 
Universities . Exhibit 4 (lines 1-20) illustrates a type of report, 
that more clearly describes the institutional financial condition 
than prevailing audit practice and th'e present REGIS financial survey 
.J are able to do. The form in. which we present the concept does not 
distinguish between "restricted" and "unrestricted" revenues and ex- 
penditures, but it would be relatively easy to add this dira^nsio^Cto 
the tible. The same is true for exhibit 4. 

The most complicated aspects of the table concern tl^^apital 



charge! on the one hand and the s.eparate line (17) for . unrestricted pr . 
expendaole income. The letter simply refers tolgi.J^s "Q.th6r income 
that would not be a^pa^rt of tK^ ,n6mal bu^^t b^fca^ 

easily foreseen or' dpcumeitited^. in ^adyarjc ihax .be of A c!5[clical'' 

nature fifo'th^t tstj[iey ca'nnot b*fe cdunted*'on each V&^r; ' 

The capita]^: (^har^e #a±$e9^ tiJ^fe issue, of ^long-term budget p^latning ^ 

V • • . ' ^ ■ V . . ^' • ■ \r ""^-^ . f ^ ^ ■■ v^. ■ \ . •■ 

•for pXan > re no vaLtiotfi, equipment replacement , ne^ equlpmentr purchases , 



i • -an(l 'such ann^Xi'iaUWltions 



to. long-term^ass'dts-. as library^ a'cquisiticJns . 
^ These ■are^^rma^^^£^^ntlal budg^rfr-^^gpts , bu^/'±^titutions djf f er' -fn 
\\ J * j^hdy ch0y tre^ the#^f gr^urposes ofs .accounting. DfoHt* thei;e e;xis^ 
* j^arate "c4^pf tal" msytg^^ aiKi all or mpst of th^sfe tjjl^tjsactlohs in- 
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volye the plant ^^:OjL^ ^ J T^ '^'V'^ y ' ^>^x7^^ 

■.^ Colleges and 'untversities b&ve poine^ tlie term "def erred/riiijai^"" 
'(jr.- ■ ' ' " ' / ' 

penance" for what is ^ rauthf«broade r^' problem : >th^fej'^^ p'. 

: . » - , . . : ■■ - <■ : \ ' 7^ 

jtaSh tf lows for prbper plant afid equipment renewal 'and , .d A 
indirectly,' 'iA^^equate new equ^^pment budgets.'^^ ; 
^ > Another aspect of the' li^^r*' — aiid.it Is more and more often //.v 

^ '1 : ■•( ■■ ^i-- ■ • ■ ' " - ■ \ 



seen in this light — is the capital depreciation dimension. Some 
colleges and universities are incorporating depreciation charges 
'into their /annual budgets . Financial adequacy or viability would 
thus include a concern for enough annual revenue in support of such 
depreciation charges. Unfortunately, on the whole, the charges are 
small and assume very long time, spans for capital renewal. 

But whichever the point of view or approach, a separate capital 
charge illXiminates the nature and structure of a given budget. The, 
first page Of exhibit 5 spells out in greater detail what this is 
all about. Whether one agrees with the notion of ^ bottom line or 
not, governing boards are entitled to know whether 6r not their 
institution has produced adequate casji flows during the year and 
over longer periods. The issue is not whether' revenues balance out 
expenditures or vice-versa; the issue is whether the institution is 
able to function properly. This exhibit may not be the last word on 

IF' 

the subject, but it at least illustrates, the type of data-gathering 

thrust we believe should be initiated on a broad enough sca^e to 

enable analysts and policy makers to begin a dialogue on just^Qw 

Viable are institutions of PSE and^^he industry as a whole. 

c. Changes in Fund Balances, Expendable Reserves ^ and Other 

Institutiona l Indicators . The last part of exhibit 5 (lines 21-29), 
^ 

contains a li»t of items that further help in clarifying the finan- 
cial condition of Institutions as well as of the industry. Some of 
the variable? /follow traditional accounting practice. Others are* 
pointing toward quality ijidicators. 
* We believe that exhibit 5 illustrates an area of data" gathering 
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Md rM«arcll wtM^ NCBS act as a catalyst among many groups 

in an effort that eventually produces a growing consensus on types 
of indicatora daaigne^to describe the behavior and evolution of 
the Industry. Th# coalition work undertaken recently by ACE in 
this respect appears'^ to be very promising It is too early to 
expect an authoritative list of varitfbles and.ra,tios for which sur- 
veys 8houl<^ be conducted, jftxhibit 5 merely illustrates what we have 
in mind. A major theory-building effort' is required before we can 
be satisfled^thatjthe right elements are being measured. - 

Of special significance may be the work recently started by the 
jNational Center for Higher Education Management Systems (NCHEMS) on 
productivity in higher education -and on educational outcomes. Some 
of the data clement^s identified in exhibit 5 are perhaps terribly 
perfunctory'; and the NCHEMS work is pointing to a variety of sophis- 
ticated variables about which relatively little is known,"today. We 
believe that NCES has a stake in assisting and facilitating the de- 
velopment of models which in turn will be the i)^sis for future on- 
going' data gathering. 

d. Additional Comnents on Types of Analyses . The definition of 
financial viability set forth earlier in this report makes it very 
difficult to spell out in detail what types of analyses may be re- 
quired. We have suggested several broad policy issues in part two. 

Each would permit or require a number of d«.fferent kinds of analysis. 

.'tm, . , 

Although the point of view may differ depending on whether we are 

confronted with FejUal or State policy issues or with institutional 

concerns, often the analysis may in fact be the same. The preceding 

tables and illustrations already suggest very specific calculations. 
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In tYik remaining pages of this paper, we shall limit ourselves to 
some additional references and examples. 
1. Federft Policy Issues and'Related Analyses 

N^HEMS/was asked a few years ago to convene a conference at Key- 
stone' in order to identify a research agenda that might be the basis 
for J^t^re policy analysi^s and guidance at the National Institute of 
Education (NIE). Later, NIE -reviewed and refined tha^eystone Report. 
More or less independently, but also in response to NIE interest, a 
coalition of professionals in higher education research was asked to 

■I k 

put together a similar policy research agenda. ERIC was designated 
as the editor of the documents that were assembled under this effort;. 
On a narrower plain, NCHEMS has submitted to NIE its own research 

I ' r 

agenda and program in its direct relationship to NIE as a Research 
Center. 

Common to all of these NIE-inspired efforts was in part an in- 
terest in research' pertaining to institutional finances and management. 
Generally, the point of view for research to be undertaken in this 

area remained relatively narrow and centered on institutional health. 

i ' 

But here and there the broader dimensions suggested in i^art two of 
this paper ^re mentioned. We believe i that the agenda papers referred 
to should be studied carefully. We doubt that we could add much more 
than is already contained in them. 

Nevertheless, it may be useful to touch on a few examples of 
policy research that may become useful during the next several years 
in view of some of the demographic developments that are beginning to 
have their impact on inter-collegiate competition (by which we do not , 
mean sports). ^ 



a/ Access, Choice > and Pricing s Enough time and money has been 
invested in student aid at the Federal and State le^vel to enable 
researchers to investigate not only how the original policy objectives 
have been implemented,, but how well the policy objectives have been 
achieved; 

NAICU has begun a major effort toward finding answers for the in- 
dependent sector of higher education; to date, there does not appear 
to exist a comprehensive effort encompassing independent and public 
institutions. Furthermore, since the NAICU is concentrating on higher 
education, it would seem to be appropriate and timely to include other 
PSE segmiBnts in the analysis. 

The NGFPSE report contained some information on income distribution 

and attendance in. higher educational institutions. At the time, the 

t 

work was severely lidndicdpped by a lack of information. It may be time 
to make another effort at a serious study describing the distribution 
of PSE attendance or enrollments that emphasizes such things as the 
racial, ability-to-pay, and- preferred program mixes throughout the 
system rather than merely" at the higher education level. 

. Finally, it would seem to be timely to think about research that 
assesses the broader connotations of the PSE concept, describing the 
nature, present scope, and future potential o^ the industry from a 
variety of points of view and in terms of several specific policy 
questions. Such a study could be helpful, for instance, in develop- 
ing public policy proposals to fight teenage unemployment. 

b. Productivity in PSE^ - The productivity issue will not go away, 
and its ramifications are numerous in an age that worries about in- 
flation Ht does not know how to measure it properly in servl<;^ 
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industries. We isometimes say that our present measuring devices are 
the best in existence, however imperfect they may be; this should 
not be viewed' as much of a consolation wheij we consider both the large 
sums of money that are at stake and the nature of what we are looking 
at: to wit, the education of our national manpower and citizenry. 

June O'Neill claimed that her studies show no significant improve- 

r 

ment in higher education productivity between 1930 and 1967; she may 
be correct biit admits that she does not know how to account for quality 
improvements that may have taken place. A concerted effort to study 
the productivity question in education would not only seem to be a timely 
undertaking, -but a crucial one ,whose impact would go far beyond education. 

c. The jost of Complying with Federal and State Legislation and 
Administrative Regulations . NCES has recently JLnounced that it would 
study potential compliance costs stemming from legislation concerning 
the handicapped on campuses. There is a need for more comprehensive 
studies of compliance costs which are having a generally inflationary 
impact on college and university student charges^and on collegiate 
budgets. The model for a broader study could the one undertaken a 
few years ago by ACE. It might be useful to include the regulatory 
impact of the States, about which relatively little is known. 

d. .Capital Requiifements . P3E institutions are experiencing a signi- 
*^ficant capital shortage. This is not for funds for new plant projects, 

the demand for which has been declining somewhat. The shortage e^sts 
in replacement and renovation funds, as we have mentioned above. 

Our earlier exhibits have been designed in partto.hejp provide 
answers in this area. It is estimated that when we take into account 
a relatively slow 50-year depreciation based on original costs, all ^ 
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but a handful of institutions woii^d be running annual deficits. This 
under-financing is a serious matter affecting the quality of current 
and future educational output. 

Given the peculiarities of thought and accounting practice,: in 
higher education, this phenomenon hardly ever surfaces excej)t through 
the euphemism of "deferred maintenance." G.R. Wynn and I once estimated 
the problem for 48 four-year liberal arts colleges and discovered that 
the total 1970 capital requirement 'exceeded ^30 million for the groUp at 
original cost and over $46 million when adjusted for building cost in- 
. f latlon, 

-State Policy Research 

"Based on what has l?een written above, it is our recommendation that 
studies be undertaken which describe (a) how the, various "Stateplanning 
^jtrqs edures are functioning and (b) how the States are dealing with the 
public-private college and university issue set forth earlier. , 

Of special use would be some sitecific projections of individual 
. college enrollments in ,t^ose States, where there is ^ .significWpopu- 
lation of iiidependent colleges. Two types of projections miglQBj^ • 
attempted. First,' it would be useful to provide inf ortRatioh ohhov 
expected undergraduate enrollments will affect public and privatte in- 
' stitutions, other things being equal. Second -.-and this is pi^obkbly 
a more significant project''- studies might be initiated f or^.estiroWng 
the financial impact on. groups o'f institutions, public and private, of 
certa'in specific" assumed enrollment trends. • _ 

State-wide planning might furthermore be given. a boost by ^surveys ' 
of institutioiial plans, both public and private, in order to -BubmU ... 
these plaAs to some critical analysis by studying their aggregate 



impact. Rather than the recent projections of higher education 
enrollments » revenues, and expenditures published by NCES, Federal and 
State policy might be served best by a series of impartial analyses of 
existing plans in order' to determine whether they add up to a feasible 
total solution and to identify total funding requirements; or to deter- 
mine whether the sum of the plans represents, at besf , an illusion and, 
at worst, a set of activitiej. that put into question th^A^istence of 



key PSE segments.^ ' 



A special problem area in State-wide planning, as m^jtioned above, 
is the budgeting process and, particularly, the Several funding 
approaches or formulas used to assign tax revenues to educational in- 
stitutions and students. Every research agenda this writer has seen 
seems to contain recommendations for ^^rojects — ad hoc or continuing 
ones — that describe and evaluate existing practices and, when appro- 
priate, recommend improvements. 

There is a role in Federally" sponsored research vis-a-vis State- 
wide planning efforts, particularly with respect 'to the implementation 
of National PSE poi^lcy, ^ 

3. The Institutional Perspective * - , 

The exhibits' contained in part three, section II, speak amply to 
t\m institutioriai^ perspective. It is our belief that a national data 
gathering effort which focuses on, financial viability in both the 
broad and narrow sense used in this paper need not have h primarily 
institutional perspective, except In order to elicit information 
about institutions 'that will be germane for National and other policy 
information. 

■ » 

From* time to time, the Congress will be interested in the survival 
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of a apecific institution in PSE. This writer believes that this is 
an inappropriate concern except where it involves the military academies 
and other educational institutions that belong to the Federal Government. 
But since. the Congress will not necessarily agree with this view, we 
Should at least hope tfed't educational concerns rather than financial 
survival will be central to the decision. - 

. In conclusion, we should like to mention one Xype of study that 
might be sponsored vigorously at some Federal or State level, but with ' 
an essentially institutional frame of reference: investigations de- 
signed to determin^ how specific colleges and uni-versities carry out 
their missions, how \they engage in gjj^ning, and which of their manage- 
ment activities seem to work and which do not appear to work. 

Thi's type of investigation will probably not contribute much tft 
Federal and State PSE policy, but might help advance the art and sci- 
ence of PSE management and thus limit the need for the financing of 
PSE institutions with tax monies. In this s^nse, "the responsibility 
for the research will most likely not be with NCE^ but with HEW. 
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STQDBUT AID QCCSTZCNNAae 
Acodraic Y«*r 



A. Body Count EnzoIlAttne 

B. Acad«Bic rje \ff. 

C. FlnAaciaX riE 

D. Total Studant Clxarqcs 
E* Tuition fi r— Charges 

r. Tbtml Sfcndont Budgot (CSS) 
For Itosldoncs 
For Camnzmrm 

sooncEs or rrmDS to student aid. 
scaoLXRsms, fellohshz^s. etc. 

A. Rgstrlctad Funds i 



G. V«t«rina EnroIl«d 

a. Chlldrvn of Vctcrang 

I. Number Receiving OASDX 

J. dumber on Vocational Rehabilitatien 

R. Unduplicaced Huaber Receiving 
All Types of Aid Awards 



Uadergraduete 
:iumb«r Total 
of Aftrards J Amount 
Hade* of Awards 



Graduate / 
^rumber Total 
of Avards S Amount 
Made* of Awards 



^ Total 
tiumber Total 
of Awards $ Aisount 
Hade* of Awards 



tndowBent XncosM 

Gifts £ Grants, Adadn. by College 
State Aid 

a. .To Zasti^^nr^pn 

b. Tto jtudenc**iio« College's state 

c. To\^eiidene iroa Other States ^ 
Federal Appte^rietions 



a. 

b. 



BBOG 
SZOG 



3. 

C. 

D- 



d. Other Grants 

5. All Other Restricted Sources 

6. Tbtal Awards from Restricted Sources 
Grants from Unrestricted Inst it. Funds 
TotAl Awards axvd Dollars 




Tuition ReoLissions (fee waivers, 
counts) not included in C. 
Explanation of Dt 



dis- 



CII. WORX . 

A. OfSP (Federal Share) 

3. Total Work Study Expenditures (Including 
Institutional Matching Funds) ^ 

C. Non-MorJc Stxjdy Student Payroll (Exclusive 
of above) 

D. Total Work Programs Awards and Dollars (B-KT) 
CV. lOAHS 

A. SDSL (Include 1/9 Institutional Coniiribution) 
a. FISLH3SL: Institutional Funds Only 

Other Loans from Institutional funds 
D. Total Usans (AV^) 



3RAND TOTALS ( II-C 

V . 3O0RCES of' niCOKE FROM 

" A. 3ross tui 
y B . Student-gener^ 
C. St'jdent-generati 




•o > r:i-D * rv-0) 

lENTS 



from Dormitories 
from Food Ser-n-CBs . 



•?Iumber of s-udents receiving «warda from 9ach aourfe. 
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NET CASH PLOW ANALYSIS 



EJHIBIT 2 

PROM / FOR STUDENTS 



A. . nrr«nu« txcn Stod^at QxMrg**t 
" a. Gross Tuition sad P«ss 

b. Oor»itory Fs«s 
Pood SsxTics Psss 
Sobtetsl A. 

B. Studsnc Aid ZacoM (Hsstrictsd) 
a» endo^ wn c 

. b. Gifts 

. . ' c. Ststs Appropriations — 
Studsnt Aid 



$1,766,000 68.5 

310,000 12.0 

504.000 19.5 

2^582.000 100.0 

15,000 3.3 

67,000 14.5 

"34rdOOO 74.0 



d. psdsrsl^lpsnts— SEOC. BEOC 
«. Othsr 

Subtotal B. 
C. E39«nsss for Studant Aid Grsncs 

a. Pundsd (Or Rsstriccsd) 

b. Onfu^sd 

Subtotal C. 
Nat Totiali (A ♦ B) - C - 
D« Work Study 

a. Ravanuos 

b. Cxpandituras 
E. Loans 

a. ^ Znscicucionsl 

b. NDSL 

c. PISL 

d. Othar 

p. Cnrollasnt ^ 

a. Body (f^<uit 

b. PTE Acadaaic {On campus only) 

c. PTE Pinancial (On ca»pas only) 
0p«ratln9 Budgst 

a. Currsnt Oparating Ravanuai . 

b. Currant Oparating Expandituras 
Oparating Surplus/Oaficit 



3B.QQQ 8.2 
461,000 100.0 



461^000 
95,000 



82.9 
17.1 



556,000 100.0 

96.3% of A 



$2,487,000 

14,147 
17,6d4 

1,229 
81.841 
NA 



856 
840 



3 , 927 , 000 
3.883,000 
S * 44,000 
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$4,175,000 "^1.0 

575,000 9.8 

1.130,000 19.2 

5,380,000 100.0 



$5,808,000 
886,000 
1,335,000 



45,000 
76,000 

/ -0- 
271,000 



11.5 
19.4 



69,1. 



252.000 
75,000 

204,000 
166.000 



392,000 100.0 



392,000 
. 272,000 

664. 000 

I 

$5,608,000 



■ 79,529 
99,411 

15,000 ' 
110,000 
MA 
15.000 

MA 
s MA 



59.0 
41.0 
lOO.O 
95. 4H of A 



V 



697,000 
815.000 
1,512,000 
$7,214*000 



MA 
MA 



72.3 
11.0 
16.7 



8,029,000 100.0 



36.2 
10.8 

29.2 
23.7 



697,000 100.0 



46.1 

. > 

53.9 
100.0 
89 . 8% of A 



47,000 
39,000 

24.400 
192,000 
161.000 
-0- 

1.970 
l,8l7 
MA 
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APPENDIX A: EXHIBIT 3 



Internal aid 

all sources as Student ' j^: 

percent of tptal Recipients aid per Cash f low 

student charges Number Percent student pei^ student 



100 


or more 


90 


- 99 


80 


- 89 V 


70 


- 79 


60 


^ 69 


50 


- 59 


40 


- 49 


30 


- 39 


20 


- 29 


10 


- 19 


1, 


- 9 



No aid 

Miscellaneous 
Mean iaid 
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NET OPERATING EXPENDITURES 



Total 



Educational 
and General 



Auxiliary 
Enterprises 



Other ' 



Faculty .Salaries: 

a. Regular Session 

b. Library 

c. Suiuner School 
Subtotal (a, b, c) 
oAicer Salaries 
Other Salaries & Wages 
Student Wages . 
Critic Teachers 

Room and Board^ 

Benefits -) 
Tuition Benefits 
Professional Services 

Subtotal (1 - 10) 

General Support Costs 

Maintenatice 

Utilities 

Food 

Miscellaneous 
Ahnuities^ 
Abtotal (12 - 17) 
Credits 

Subtotal (18 - 20) 

Total Net Operating Expenditures 
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APPENDIX A: EXHIBIT 5 

SUMIARy or PINAtlCIAL CONDITION 



1. Student t— > 

2. Minus SnkUnt Aid ^«nts 

3. Um% IteTcniM TroM Stud«nta 



4. Endo«a«nt ineoM 

5. itorlc Study <» 

6. Auxiliary EntaxprliM 

7. Ki4C«ll«n«otia 

8. Gifts for Op«rstions 

9. Subtotal 

10, Totsl Hst Op«rAtlng iuv«nus ^ 

U. VstAi :)«t 0p«rstin9 Xxp«ns« 

U. Stot RavsnuAS Fron Op«rstioos 

13. Minus Intsrsst on 0«bt " * 

14. Hst Rsvanus B«for« Capital Char^ss 

15. Capital Ciargss 
a. Library Asssts. M«w 
b< M«w Eq^iipnsnt 

c. Dabt Ra^ynsnt 

d. Plant I^rov^asncs 
a. lb Plant JUsarvs 
f I From Plant Rasarvs . 
9« Subtotal 

16. Surplus /Daflc it bafor« Othar Sources 
L7. Ochsr tAirsscrictsd Ravsnuss 

la. Surplus/Oaficic 

13. Trsnsfsrs: 

a. .TO (-) or From (*) Plant aasfrvs 

b. To (*) or froo (.*) Educational Hsssrvs 

c. TO (•) or rrom (*) Quasi-£ndo%«asnt 

d. Othsr Transfers 

13. anallocatsd Balance 



Tptal 


Educational 
and Caoaral 


Auxiliary 
Enterprises 


"other 
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•«oiMaiy or rivMCXXL condition 



21. SUs«rv« rund SalaaSfMi 

Pl«ac R«a«rv« 
b. sducatlooftl ]Us«rv« 
c« a«S« Gove« Udg. load RM«rv« 

22. fund B«l«iie« (wltbottt 21} x 
• . Onr««triec«d 

b. K««erlet«d 

c. Eacyndahla 

23. OttMT Indicators and Adjufltaancs: 
Inflation '^f«ec (I1jm« 1-12) 



25. 



26. 



27. 



Productivity or SorolljMnc Efface (1-12) 
Studaat Lo«a Oallnqvancy 
mdowMac Total Raturn 
IndowMiic Inflation Adjostaant 



24. Total Sat (Coaatant $} Chaa^a la Fund Balancaa 

a. WlthOttt Pl«at Inv«ataant 

b. AU rwtda 



b. 



laatruetlont > 
a. NUBbar of Oapartaants 

$lza of Stfff fay Dapartaai^ 
RuBbar of Oaparaantal Offarings 

1) Typaa of uaj^ ProgruM 

2) Ronbar of Coursaa 

3) Othar 

Parcant of Inacltutlonal Budgat 
«. HuBbar of Daqraaa Grin tad At: 
L) Each Laval 
2) ^ Each D«parta«nt 

Rasaarchx 

a. Staff Actlvaly Enfagad in Prod. Rasa arch 
Nuabar of ataff 
1) Nuabar of Granta 

2} ' Slxa of Avara^a Grant V 
z, Nuabar of Projacta* Raporta, Publications 
d. Parcant of Ixiitltutlonal aud< 



r 



b. 



Public Sarvicai 

a. Sna/f Actlvaly Saqagad 

b. Mtabar of Actlvltlaa 

c. Parcant of Z^titucloo^l Sudgat 

d. Nuabar of Dagraaa Gran tad At: 
1} Each Laval 

2} Each OapartiBant ^ 



> Total 


Educational 
and Ganaral 


. Auxiliary 
Entarprisaa 


Othar 
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SUMMUUr OP rZNANCZAt (CONDITION 
Ac«d«Bie lf«*r • ' ' 



28. 9«raoi»«l> 

Co^titlv* RAnkia? MB? 
BuBb«r of ttpleytAS 
TaaehAT to sead«nc Hatios 
RAS«Areh«r to Seud«at Ratio a 
aduiaistraciv* Staff to Studant Ratios 
Clarlcal P«rtonMl (nos> ) 

1) to Studant Katioa 

2) Jo staff Ratios 

h. All Othar Paraonaal to Studant Ratios 
/ 

29. Horals 

a. Work Load 

b. Taaching Load 
Othar 



Total 


Educational 
axid Gaivaral 


Auxiliary ' 
£ntar?riaaa 


Othar 
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APPENDIX B 

L . SUMMARY OF THE LITERATURE. " 

A first glaAce at the literature concerning -data collection for higher 
education finance reveals t^t most ^f the work available :is a variation 
on the same theme — the development of a systems approach to management. 
A closer look reveals that, while the first impression is accurate, the 
range of inquiry is-somewhat broader and includes some valuable criticism 
both of how systems are developed and of tUe concept of the application of 
management information systems to higher education. 

The National Center for Higher Education Man^lgement Systems (NCHEMS) 
seems to contribute to the literature the most in both amount and imRpr'tance. 
Its work emphasizes the importance of cooperative efforts among institutions, 
and between institutions and govexsjfttHent agencies. 

nShEMS develops a comprehensive n^nagement information system in which 
participating institutions use common data elements. The system is designed 
to aid institutions in the effective allocation of resources, and to provide 
data for comparison on a regional basis. NCHEMS 's Data Element Dictionaries 
guide the development of institutional data bases, and its Information Ex- 
change Procedures allow for comparisons by cost.. NCHEMS also encourages 
dialogue on the fundamental questions concerning the limits of information 
and how and where it should be gathered. 

A number of other authors contribute 4 variety of models and systems 

to the field. A 'survey of this Work reads' like the syllabus for a graduate 

seminar in bAsiness administration: cost effectiveness, program budgeting, 

simulation models,' systems analysis, computer systems, platining, resource 

allocation, and management information systems. The concepts, taken largely 

from business, , are modified to apply*o higher education. Some articles /» 
» . ■ '' ... . , 

■ 
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raise the issues of the limits of the applicability of these concepts 
as well as the essential differences between business operations and 
educational institutions. ' 

Most of the system developers adopt an institutional point of view 
and address the needs of the college or university. s3|||^ approach the 
issue from a funding source perspective and ask what information the # 
State agencies and foundations need. While the two approa6hes\re not 
necessarily mutually exclusi^ve, NCHEMS is one agency strongly advocating 

their merger. / 

The balance of the ' literature consists of a smattering of texts, 
data sourtes, and alternative viewpt)ints. The limited amount of material 
of this nature indicates that the field is still young. The literature 
expressing alternative views raises some mild controversies: is the 
system developer putting his needs befor^ the needs of the decision- 
maker, and can participatory management solve some of the information 
problems fading administrators? . 

There appears to be relatively little informatil^- on the specific 
question asked by this paper, with the exception of the Second Newman 
Report and papers on the sub ject VL-f inancial reporting. 

The following is a comprehensive review of literature on data 
collection for higher education finance and related siibjects. 
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Andrew, Loyd D. EnrichraeAt Analysis 7- "A Techrtique for Encoutaging 
Better Planning and Better Use of Resources .-^''^ Presented at 
Conference of Ca^if ornia^ Associatio«i for Ingt'itutional Research, 
1973. * ! 

, Descriptioife^, ^jjf enrichment analysis which shows not only the 

rate of increase in cost ,per student by department and program, but 
also haw resources were allocated within programs. . Brief descrip- 
tion of the development of the analysis and data requirements. 

Annual Report of the South Carolina Commission on Higher Education. 
Columbia, S.C., 1972. 

'Twelv^ brief reports, one of which discusses progress toward 
fur^er implementation of a Statewide management information sysfem. 

Aufehinbaugh, Lorine , A., et al.' "Development of Procedures to Implement 
EOPS Cost Effectiveness Standards Mode-1 and Continued ^Evaluation of 
these Procedures by Selected Community Colleges during the 1974-75 
^ Academic Year." EOPS Special Project 74-101. Northern California 
pommunity Colleges Research Group, Sacramento, 1975. 

A cost effectiveness study for California community colleges; 
includes recommendations for the implementation of cost effective- 
ness formulae. 

Bailey, Stephen K. "Facing the Accountability Crunch." - Planning for 
Higher Education , June 1973. 

Emphasis on management information systems and the limits to 
accountability. ^ ■ 

Budget and Account ityg Manual; California Community Colleges . Office of 
the Chancellory- California Community College^ ,^""~Sacjaniento , 1974* 

An activity-centered approach to expenditure repSt^^ng which 
describes real resource requirements, their costs, and relative use 
in each of the major activities of community college operations. 

Byers," Bruce B. "A Management Information Systeiii for a Community College. 
Educational Projects, Inc., Pittsburgh, Pa., 1973. 

.A modij4ar system and data base with the following * components : 
student, personnel, financial, facilities, and community information 

f ! - 

Cope, Robert G., Ed. "Proceedings of the Association for Institutional 
Research, St.. Louis, Mo., 1975." 

Proceedings include 83 papers and 24 abstracts in 13 categories 
including: planning and management analysis; financial analysis; 
decision strategies for management; program budgeting; State level 
- planning and analysis; and simulation models and management informa- 
tion systems. 

Dab, Robert L. "Management Data Base Development." National Association 
of College and University Business Officers, Washington, D.C. , 1975. 

A management idata base is seen as essential for a management 
informat*n system, program budgeting, program costing, management 
by objectives, program evaluation, productivity measures, and 
accountability in institutions of higher education. The necessity 
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Of a management data base is addressed, along with the benefits and 
limitations it may have for a giv6n institution, and its dev^op- 
ment, maintenance, and use in both operating system^ and management 
systems. Methods for implementing a data base system are described. 
Plan) for developing a computerized system are also addressed. It 
is suggested thaKat the time a data base system is implemented, 
any existing applications that are not adequate or that need im- 
provements should be redesigned to ensure iipproved technology in 
both data entry and retrieval. 

"The Development and Implementation of CAMPUS: A Computer-Based Planning 
and Budgeting Information System for Universities and Colleges. 
Systems" Research Group, Toronto, Canada, 1970. 

System with the following elements: , computer-based simulation 
model; planning, programming, and budgeting system; master planning 
system; and integrated management and planning information system. 

Dober and Associates, Inc. Matrix for Planning . Belmont, Ma^.: 
Dober and Associates, Inc., 1975. . \ flK * 

" Organized, format for recording information /elevAnmo the 
t^rmulation of long-range °^planning policies and decisions for 
• Massachusetts community colleges. 

The Kconomi cs and Financing of Higher Education in the Utiited States, 
, A compendium of papers submitted to 'the Joint Economic Committee, 

Congress of tfie United States', 91st Congress, lst3||ession', U.S. . 

Government Printing Office, Washington, D.C., 1969T' 

Paperi cover a variety of issues from the Federal perspective; 

topics include equity and efficiency, planning, alternative Federal 

financial aid programs, and the. criteria for public investment. 

Gaither, Gerald H. "Effects o<f Data Base/MIS on University Fiscal 
Management." AEDS Journal , Winter 1977, 37-48. 

Examination of the/ management information system concept and 
its implications for university fiscal management.' 

Glasscock, David G. and McKeown, Mary P. "Participative Management: Its 
Place in Effectively Planning and Allocating an Institution s Data • 
Processing Resources." Cpllege and University Systems Exchange, 

Boulder, Colorado, 1976. ^ r// .4 i 

Faced with decisions on how to most efficiently and effectively 
store and prdtess information in a variety .of administrative and 
dducational areas, the educational manager >is hindered by a lacjf of 
relevant literature. This paper suggests that the theory .of particr- 
pativfii^management can be used to reach effective decisions .in plan- 
ningSp allocating resources for data processing. Case studies of 
the jP^of participative liianagement in making .decisions related to 
^ data processing installations an* management within a university 

environment are presented in this paper. ■ Hints for applying this 
technique are given to assist other educational administrators in 
the effective felltocation of scarce institutional resources for data ' 
processing. -r , • 
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Gleazer, Edmund Jr/and Yarrington, Roger, Editors. Coordinating State 
Systems * New Directions for Community Colleges , No. 6. Jossey- 
Bass, Inc; , 'Publisher , San Francisco, 1974. 

Articles focusing on cooperation, informatio.n exchange, and 
coordination in institutional research and data collectioji, 

Goddard, Suzette, et al. "Data Element Dictionary, Second Edition. 

Technical Report No. 51.* Western Interstate Commission for Higher 
Education, Boulder , Colorado ,1973. . 

This document identifies data elements, many of whicn specify 
institutionally defined categories. 

Gubastajj Jdsepha L'. and Kaufman, Norman. "Developing Information for 
Academic Management: An Alternative ttfb Computer-Based Systems." 
Journal of Higher Education , July/August 1977, 401-11. 

discussion of alternative approaches to computer information 
systems; emphasis* on needs of decision-makers rather than system 
developers. 

Gulko, Warren W*. "Program Classification Structure." Western Interstate 
Commisison for Higher Education, Boulder, Colorado, 1970. 

- Systems Program to help develop improved management systen4| 
and methods of resource allocation. Reiafed goal to develop " 
procedures which facilitate exchange of comparable data among 
institutions. ♦ 

• ■ ^ * ' ' 

Heijtschke, Guilbert C. Management Operations in Education . McCutchan 
Publishing Corporation, Berkeley, Calif., 1976. 

This book intends to acquaint students and professionals in 
educational management with those activities in educational 



organizations requiring technical, business-relate^Lcompetence , 
' and'with selected management tools. 

^ k.. ' ■ . ^ 

Hershberger, Ann M. , et al. "The Development of the Data Base for Student 
Aid: Description and Options." Stanford Research Inst., Menlow 
Park, Calif., 1975. 

Discussion of the problems involved in the development and 
izatioft of d^ta sources; indicates the arbitrar^lflec:isions 
^in building a data base from existing sourMif of 
;io!r 




Huff, Rtfb«t A.^*"Program Budgeting at Micro-U." Western Interstate 
Commission for Higher Education, ^Boulder , Colorado ,. 1970. 

Illustration of the application of WICHE's basic Management*^ 
Information System concepts.' 

Judy, Richard W. "A Rese^arcK Progress" Report on Systems Analysis for 
, Efficient Resource AlloVation in Higher Education." Toronto 
Univ., Canada, 1970.^ 

-Report describing the major projects undertaken ^y the 
Institute ^or Policy Analysis of the Un?versity of Toronto. 



Keene, T, Wayne. "A Study of the Feasibility of Implementing the CAMPUS 
PlanrSthg Model." University of South Florida, Tampa, 1974.- 
* * A description of CAMPUS PMS inciuding*^the nature, output pro- 

vision, component structure, and file input requirements of the , 
model . * . 

' » » c • 

kohrmanT^ Robert E. "Academic Planning: Problems and Possibilities." 
American Council on Education,' Washington, D.C., 1975. ' 

Advocacy of planning systems f<^Mvigher education manaj|ement . 

KAepsch, Robert H, Editor. « "Legislative Decision Making in Higher 

Education: ^ How to Get the Facts." Western Interstate Commission 
for Hi-gher Education, Boulder, .Colorado, 1972.^ 

TM^ conference . report on legislative decision-making in higher 
educ?art!bn is primarily concerned i^ith the financingVof colleges and ' 
universities. Management systems information is proVlded, and ^i^'- 
sessions were hel^.on "rfow can a State tell whether or-not it is --^ 
getting its money's worth?" and "How to allocate funds ^or various 
• segments of higher educaiton." However, all of the sessions did ^ 
not deal with d^ajlar questions. Other topics that captured -the 
interest of the^ more than^QO legislators , educators, and government 
of f iciali^^ncluded : (1) relevance in higher education; (2) academic 
■ freedom a&V'klternatiyes to faculty tenures; (3) the primary function^ 
a Stat^^'-'bbard of higher education; (4) who .determines an institu- 
' tion's'\rolei..and •i>bjectives;, and (5) facts kbout WICHE with par.ticuj'ai\^ 
i- empliasis (Srci its Student Exchange Programs. 

Mann, * F(ic'ha;rti L^. , et al.. "An *Overviev/^f Two Recent Surveys of Administra- 
• tl4(e Computer Operant ions in Higher Education."* Western Interstate 
Commisison /or iiigher Education, Bouider, Colorado, 1975. 

, Provides higher education adutin^trators With a general p.l,cture - 
/ of current trends so that they can compare their fe]5fc5rts and plans ; 
with these trends. • ' " ' ■ - * 

Manning, Charles' W^ and Huff, Robert -if^; . "A Prospectus on the NCHEMS 

- Information E^Tchange Procedures Implementation 'Project. 1974-75." ' , 
Wester-n Interstate Commission, for Higher Education, Boulder ,.; Colorado , 

1^74. " - / " . . . " 

lEP, (Information Exchange Procedures),, developed by the National 
Center for Higher Education Management Systems, is a se't «of standard . 
definitions and procedu^s for collecting Institutional inform#tioti ^ 
r^ated.^tb: costs of disciplines and degrtfb programs, out comers of , 
instructional programs j and* general institutional characteristics. 
Chis ^rcj^pectus describes/ lEP by answering the following .questions : 
J^;) What is lEP? (2) How was IE;P developed? (3) What are the 
'components of lEP? (4) How have institutions used lEP information?, 
^(5) *How does NCHEMS support the impleflientat*ion process, and wha^ 
costs are incurred by an insti'tution? (6) How. does an institution 
becomMPnvolved iW the lEP im'plfcmentation project? (7) .What source 



materials are aysfii^ble for lEP? 



... • t 
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institutions 



lartin, James S, Data El j fepfe'nt 'f,^ Finance 

Western Inters tat|lJ||^B|(g^^ for Higher' Educa^t ion; 



Colorado, 1972, rl' , / \ t 'y^ 

This document ■l^sVinten^ed to servjg'. as - a gui 
ill., the develppnJSnti o'E^i^d^ata .bases' to su^^jDrt the. irapl^entat?ion of 
,p^^anning apd mahagl^^eQi^' systems. It id^tif ies ^^[miscribes those- 
'>f'inance"-relate4 ^ata elements: (1) required to^fijf^^rt current 
liat^ipnal'/Center If or Higher Education Management ^'Systems (NCHEMS) 
pr'Sfi^tis; (2) anticipate'd as being Required for future NCHEMS 
^ prx)ducts; and (3) 'cdimikpnly. maintainSw^ by institutions for operational 
a;^d reporting purposes^ It should be emphasized tha t t he da My 
-^ciategories and .defiri^^^^ represent commJpP'Pljfce except 

" in those identff ied jinst^ for which accepted nsp^ la l^ standards 

Stewman, Frank, et-^i. The Second M^wman Report: NationalPoH:cy ar\j^ Higher 
'1.' .Education, .:ftfi.po1:t of au&pefilal task force to the Secretary .t)f Health, 



Education;;aftd^^ tjfelfar.e /^5iialfaMB!Press , Cambridge, Mass,, 1973, 




Objectives and; Gui (Jell rie^; of Management Information Systems 

'Program;^' •Weste'ift^ for Higher Education, Boulder, • . 

V. . Colorado ;J^.i9,6!9/'^:-::^^^^^^^ ■ , . ^ ■ 

The,^1}|fe9t^tii,t^nterktate CoramissioR-f or Higher Education (WICHE), 
^.'v ' tespoh4^^^x)?' v^^^^^^ for systematic data collection and utilization 

, f6r the i^f efeti^e^M of increasingly complex institutions 

\ of higher. .^.edtupa.t^ a design committee' to develop co'n- 

' ' ce^pt:'ua:^iir^^c^i^^^ for a management information systems 

^pfoJecCi ^^T^^e.^^^ of this committee of representatives 

\ : f^oqjyii^^jLiut^^ arid State agenci'es in the West ' 

, .N:Were tayt0Q0M(^l^^^^ by a larger repr'esentartire committee. The 

>^ A, sub^tanc^^of'.th^ the basic recommendations of. 

tFie :desigV,^^ WICHE Management Information Systems Pro- 

^/'^^am i8^/^f;,regipnal cooperative 5-year project to encourage the 

developrafen"^, o'f. management inf ormat^^on systems with 'common data elements 
. in ins^^t^i^ higher education. The purpose of the information 

^-7 ..gy^tem%^:^iul'data.r bases is, to improve the capa|)ility of locaL institu- 
: tlt)Ti's ^ri'^fager^^ to allocate resources more effectively, and to . • ^ 

\ > pr^Qvid:^;^'Cpw^^ da^^from throughout the region and elsewhere pn 

J ': the c^dst^i^f '^iSistru programs by level of student level orf 

^ ; cbursey.Sn^ of study, Th& report present.s the objective, 

I pianited and anticipated phases of the project*, anjii descriptions of 

data requirements for effective decision-making on the allocation of 
resources, ^ ^ - ^ ' ■ . ' 

i^adley., John, "Mmagement and Decision-making in Universttieff: A 
Quant itativ^Approach." Educational Administration Bulletin. 
Sunnner, 1972,' 17-21 . , \ . / 

A search for more comprehensie . management, information -isystems 
, -to assist decision-makers, . • ',V / ' ' 
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Palola, Ernest G., et al. "Program Effectiveness and plated. Costs 
,(PERC): An Overview." State University of New Yo-t^fe, Saratoga 



Springs, '1975. >h* ... 

A disoflBion of the PERC model poiiiting oyt.t,6rtain minimum 
tasks that must be completed to build relationslvfcps between program 
^'ef'lectiveness and related costs. ' J ; , 

Parden, Robert J., Editoi*. "An Introduction^ to Protgr^ Planning. • 

Budgeting and Evaluation for fclleges and UniveB*Slt;ies The Pro- 
ceedings of 'a Conference. Sanf* Clara Universityar' Calif ornia , 1970. 

Conference covering four objectives: define progrkm budgeting, 
interpret the vocabulary of systems analysis , -identify the range of 
levels of ihvolvemerit, and appraise the current use of program 
■ budgeting. , ' i 

Parden, Robert^ J. "Rationalizing Management Jn^prmation System Costs." 
College and University Systems Exchange. The Manage rial Olevolution 
in Higher Education; The Role of Informatfcn Systems . Boulder 
Co],(»rado, Dec. 1976. (Arlington, Vai:, . ERIC document reproduction ^ 
8e#ic€L, micro^ich'e number ED-146945.) 

-■^his paper .examines the proposition that maMgenent information 
systems (MIS) for colleges and universities are tfbt achieving their 
original objectives of supporting better mana^jptlne>^',deci?l.ons by 
providing more and better information in a more tinMj%»nner . As 
a oonsequetice, the MIS activity should be retluced in scopfe, and : 
standardized to achieve lower costs. -The resources that are released 
can better bevused to sustain institutional viability. Th^-^bas^cs 

' thes'e set forth are (1) MIS is a good idea, jbut ahead of its time; 
(2) MIS was a solution for a little understood problem; (3) colleges 
and universities are not time-dependent like business; (4) "better 
management" should not be confused with policy ^isions;_(5| MIS was 
a help Ipr yesterday's centralized planning; (6> informatfbn collected 
and stdiyjd haS^° no. value unless ibed; (7) it's aever too late for a 

' Areu2n&lvd=organizatioiial analysis; (8) standardization of commoA 
'. operating procedures on a national basis is one route to lower cami^us 
.information costs; (9) whether^ order % or chaotic,' re^enchment will 
occur. 

Planning; ywo Year ColleVs .■ Ohio Board of. Regents, Management improvement 
Prdgrda, Columbuay4J?73. 

One of fiveOfiKuals designed to improve management practices in 
Ohio two-year col^fes . ^Includes a discussion of Xhe planning process 
and a bibliography of planning literature. % 

"Postsecondary Education Issues; Visible Questions Invisible Answers." 

Western Interstate Commission for Higher Education, Boulder, Color,^o. 
Proceedings of the 5th NCHEMS National Invitational Seminar Jpa97«i. 

With some justification, the inability to answer most of 'the > 
important 'Questions in higher education is due to the lack of neces- 
. sary information. But careful examination of -our pteny faceted 

questions suggests that more -information may not be the only answer. 
The National Center for Higher Educatiofi Management Systems (NCHEMSj; 
has found oth6r aspects to the postsecondary information problem. ^ .M 

? -.^ ■ . %• 
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First, a huge communication gap often lopmi between those asking 
the fundamental questions and those in thejbest position to answer 
them. Second, information resources do e^jist, collected lefther by 
individual researchelk for purposes ot investigating a relatively 
narrow specific aspect of postsecondary education or for purposes, 
not directly relateJlfco postsecortdary education. The NCHEMS be- 
lieves these\iata can be used in postsecondary education decision- 
making much more extensively than they have been used ih the past. 
In p[ursuit of this hypothesis, J^HEMS called together people with 
"f'imique knowledge* of information needs and information availability 
•^t all levels: Federal, State, and institutional, both inside and 
#utside the postsecoi^ry education community. This document 
presents seven major papers delivered by these people at a seminar, 
' and includes responses to each pfl^jper. 

Purves, Ralph A. and Glenny, Lyman A. "State Budgeting ^or Higher 

Education: Information Systems and Techriicll Analyses." Center /I 
for Research and Development in Higher Education, Univtersity of^ J 
California, Berkeley , 1976 . 

An overview of the trends in information and analysis activities 
^ typifying each of the State budget agencies txiTTf^ States. 'Includes i* 
. the principal style of budget review; considei/s the steps involved^ 
in setting up a State-level information and aftalysis system, 

Romney, Leonard C. "information Exchange Procedures:* Overview, and General 
Approach." Western Interstate Commission for|Pigher EduGation^ ^ 
Boulder, Colorad;^ 1972. / ^ 

The Information Exchange Procedures (lEP) project creAtes tm 
capability for exchange and reporting of that information, both 
financial and otherwise, necessary to calculate and evaluate cost? y 
(1| by discipline and course level, (2) by student major and • student;, 
level, and (3) per unit of output. Most uses . o^comparable inform 
mation and analysis can be grouped into three mdlkgement f unctiQns'?*- 
resource acquisitions,; resource allocation, and y^ani^tng and manage- 
ment. The m^or benefits of comparative analysis^ c^ome from d^1^^$^ 
mining why diffefences exist. Brinciples used to ^uide 'efforts a 
this area indicate the*collected data should be useful to>the de- 
' cision-m^king and planning process of postsecondary education, the 
conventions and procedures for aggregating the'ciata must be uni 
and (acceptable, and the reporting and exchange siiguld involve* two- 
way W)mmunllation with built-in fee<(back mechanisms. The two phases 
^ of tn^project aire* concerned with direct costs and full or allot^" 



costs. 




Rice, Gary Alan. "Impl^enting a Resource Reqi^remdnts Prediction Model 
in Community Colleges." Ph.D. Dissertation, Washington State 
University, 1974. ^ / J 

%n examination of ;RRPM CQjcrclu djng that t^e computer-based 
long-range piredictipn^odel an ^^Pjficiierit, flexible, accurate, and 
economical way of^sidulating a variety *of - alternative conditions- 



1 



Sandin, Robert T., Editor. •'The Univei^sity as Systemj;- Educational 
Comment , University of Toledo, Ohio, 1974% 

Four articles advocating the^ systems approach as the most 
practical way of dealing with - the complex problems of university 
planning and adillnistration.- 
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r, Roger vS'ii^-^^^^^^^ Management " Science in Uniy 

erations^^'^^Sagie^ hp^H 1973, 895-906, 

Discus^tl^P%a]^jplication^ researclp of the management 

nces in^Sstitutions of higher .edyication, . ' \ * 




Singell, Larry D. •'The Problem -31 ^Ottainlng and Using; .^l^ftbia^e^^^^ 

Education: Some Proposed Programs for purposive Charige/V^^;- _^ 
• Institagjjte of Educatiori-,'' Washington, D.C, .1971, . - . * . r^^^^^'y 

AKocacy for change involving^ significant expan&ioh of ;Fed<^^^ 
.financing for eductltion, decentralization of the administration 
control of schools, ax)A the creation of regional centers or educ/'' 
I, training, .innovation, and information. 



tion research. 



Smit^, Stu^t C. Organizatioits in Educational Adminj-strat ion ; A Directory 
'of Infoyiaation Sources, Oregon University; Eugene, 1968. ^> - 




are 



state; 



. t'Ories aAd research centers, university researclT^anW service-bureaus, 

and independent organizations. Each listing includes the organi- . 
y ^flLon's name >and address, policies, for supplyir^ informational 
* materialT^ographical area served, and specif i(?^ sub ject areas- within 
the organizationVs range of interests. A subject index of .over 200 
terms is cross-references with the^ organizational index. 

Postsecondarv Education- Prof iles Handbook, ■ 1977 Edition . .Education , 
Commission of- the States ,^enver , Colorado, 1977. ^ ' . 

Information on pqstsecondary. education iiy the 50 States and tl;ie 
District of -Columbiaiis organized^ four majLn parts: (1) narrative 
description of the State- level co^Sftinating or governing a«^y» ' 
ipstitutionai governing boards, current master planning a<^||||ties,_ 
the^lZajL commission. State student' assistance agency °^^*M|r^V- ^ 
State .board of vocational 'jeducatipn , State-level organizat^!^or#- 
VtfTi^aC^ 'GolleMS, State licensure or' approval agencies, committees 
^r* afcticulatfon between elementary-secondary and postsecohdary 

■ion, statutory advisory committees, and nongovernmental public/ 
<^ollegej>rganizations; (2) descriptive statistics including 
^ -l^-lnformation about- State population and trends, State^ and 
^J^l'^fiSa^ce bfseL Sta-^e and local governmenCjal spending on higher 
in "gfe'neral, student demand, j^j^i\utiorial fgpgram mix, 
?t ^4 loadi diversity of ,f lUlSing^ gotirefes , and student 
Ifeg; 1'3) annual And biannual reporfe. available and 
r<^rts/and studies ; ; etnd (4) special , reports and 
C^^tldei5way or planned. 
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rles R# Data Element Dictionary; Finance . A Technical 



por^t Copcerning jiftki^e {lelated Data Elements in the WICHE . 
_Mg;4p^ent InformOT|,.on-^yst^ems Program, Ist Editit>n, Wester„h- . " 
^^^eirltate Coinmiasion, f or Hi'gher Education, Boulder, Col\>¥'^^|^. 

This.dbcument isone'6f the 5 sections of the Data Element . 
Dictionary developed ass part of the WICHE Management Information 
Systels "(MIS) Progiram, ' The elements in t^t^s diction, apply l£o*^¥oth ^ 
the^current and historical data concerning finance. The purpose of 
the'^WiCHE MIS Prograrn is to make it possible Co derive data which 
W'ill be truly comparable for interinstitutional comparisons, while 
allowing "institutional autonomy in such matters as coding and file 
JUiBtructttre. One of the major ptirposes of this section of the. 
Dictionary is to obtain longitudinal data depicting changes in 
characteristics over a periad of Vime • The criteria for inclusion 
of dafta elements are: (1) necessary fot completion of Higher * = ^ 
E^cation General Information Survey (HEGIS) ; (2) likely to be 
needed for the 'Student Flow Model, cost exchange procedures, and the 
Resource Requirements Prediction Mod|l; (3) necessary- to link 
operational files together for the deriyiSition .df. information; atfid ^ 
(4) basic to^'inst i tutional recordkeeping. The datta elements are:. 
' (1) fund group* (2) source of fums; (3) organizational unit; 

(4)'account number; (5) prqgram identification: (6) functional 
' class^ication; (7) object classification ; an#( 8) dollar amount. 

A>numbe.r;v^title, description, and comments define each data element.^ 
.. 1^ addition, the anticipated utility of each element is indicated. 

Journal of Higher 

Dis?Usjston of the 'problems institutions of higher education 
rencounter in ot^ening for discussion the inntfr workings of the 
'systera desigrjed to alloca;,te resources and. evaluate performance., 

i ■ . ■ 

'^Weiph, James A. and Jackson, Linda M. , Editors. Education Qata Elements 
Dictionary . Institute for Services to Education (DHEW) , ■ . 
Washington, D.C., 1973^^'' 

Higher educatio'nal data elements defined and desc^bed under 
each of the followirjg ; categories : institutional, f aeulty/staf f , 
student, physical facilities, financial, a'tid general education. 
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3hompson% Donald L.;, "P^BS: Tfie Need for Experience." 
I Education,, November 1971, 678-91. 




Wing, taul. et ai. ^tatewide Measures Inventory." TechnicaT Report 6 
Weliirn Inters'tate Commission for Highfer Education , Boulder, 
Colorado (DHEW, Washington, D.C^), 1975.' ^ 

A list of concisely defined. 'items of info;pmati6n rfel^ydnt to 
•Statewide postsecondary educatigpi p-^annlng and manag^^^jj^^^J, Inven- 
fcicv includes eight sections , /oafc*. of wWchJ-s Finances. 
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